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AGENDA 
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PLEASE  NOTE  THE  DATE  &  TIME  OF  THE  MEETING 


The  Port  Commission  Agenda  as  well  as  Staff  Reports/Explanatory  Documents  available  to  the 
public  and  provided  to  the  Port  Commission  are  posted  on  the  Port's  Website  at  www.sfport.com. 
The  agenda  packet  is  also  available  at  the  Pier  1  Reception  Desk.  If  any  materials  related  to  an 
item  on  this  agenda  have  been  distributed  to  the  Port  Commission  after  distribution  of  the  agenda 
packet,  those  materials  are  available  for  public  inspection  at  the  Port  Commission  Secretary's 
Office  located  at  Pier  1  durina  normal  office  hours. 


1 .  CALL  TO  ORDER  /  ROLL  CALL 

2.  APPROVAL  OF  MINUTES  -  September  25,  2012  GOVERNMENT 

DOCUMENTS  DEPT 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

OCT  -  4  2012 

4.  EXECUTIVE  SESSION 

SAN  FRANCSSCO 

A.  Vote  on  whether  to  hold  closed  session.  PUBLIC  LIBRARY 

An  Executive  Session  has  been  calendared  to  discuss  the  following  matters: 

(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-Citv/Port 
representative: 


a.     Property:  Piers  30/32  and  Seawall  Lot  330 

Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  & 
Development  and  Brad  Benson,  Special  Projects  Manager 
OEWD:  Jennifer  Matz,  Ken  Rich,  Tamsen  Drew 
*Negotiating  Party:  Golden  State  Warriors  and  GSW  Arena  LLC:  Rick 
Welts,  Ellen  Warner,  Jesse  Blout,  Michael  Cohen 

Under  Negotiations:  Price  Terms  of  Payment  X  Both 

Pursuant  to  Resolution  No.  12-61 ,  the  Port  Commission  awarded  GSW 
Arena  LLC  an  exclusive  negotiation  agreement  for  the  potential  lease, 
disposition  and  development  of  real  property  interests  in  Piers  30-32 
and  Seawall  Lot  330.  In  this  executive  session,  the  Port's  negotiators 
seek  direction  from  the  Port  Commission  regarding  price  and/or  terms 
of  payment,  including  rent  structure,  financing  mechanisms  and  other 
factors  affecting  the  form,  manner  and  timing  of  payment  of  the 
consideration  for  the  property  interests.  The  executive  session  will 
enhance  the  capacity  of  the  Port  Commission  during  its  public 
deliberations  and  actions  to  set  the  price  and  payment  terms  that  are 
most  likely  to  maximize  the  benefits  to  the  Port,  the  City  and  the  People 
of  the  State  of  California. 

5.  RECONVENE  IN  OPEN  SESSION 

A.  Possible  report  on  actions  taken  in  closed  session  pursuant  to  Government 
Code  Section  54957.1  and  San  Francisco  Administrative  Code  Section  67-12. 

B.  Vote  in  open  session  on  whether  to  disclose  any  or  all  executive  session 
discussions  pursuant  to  Government  Code  Section  54957.1  and  San  Francisco 
Administrative  Code  Section  67.12. 

6.  ANNOUNCEMENTS 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting: 

Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers  and  similar 
sound-producing  electronic  devices  are  prohibited  at  this  meeting.  Please  be 
advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any 
person(s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or  other 
similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments: 

Please  be  advised  that  a  member  of  the  public  has  up  to  three  minutes  to  make 
pertinent  public  comments  on  each  agenda  item  unless  the  Port  Commission 
adopts  a  shorter  period  on  any  item. 
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7.  EXECUTIVE 


A.    Executive  Director's  Report 

•  U.S.  Coast  Guard,  SF  Fire  Department  and  Vortex  saved  a  60  ft.  boat  from 
sinking  -  September  29,  2012 

•  America's  Cup  World  Series  Events  -  October  2-7,  201 2 

•  Fleet  Week  Events  -  October  3-8,  201 2 

•  In  Memoriam  -  Frank  Alioto 

8.  CONSENT 

A.  Request  authorization  to  Issue  a  Request  for  Proposals  (RFP)  Soliciting 
Hazardous  Waste  Disposal  Services.  (Resolution  No.  1 2-75) 

B.  Request  authorization  to  execute  approval  of  annexation  of  Pier  1  to  City  and 
County  of  San  Francisco  Special  Tax  District  No.  2009-1  (San  Francisco 
Sustainable  Financing)  and  approval  for  payment  by  the  Port  Commission  of  its 
pro  rata  share  of  special  taxes  as  subtenant  in  accordance  with  its  Sublease 
with  AMB  Pier  One  LLC.  (Resolution  No.  12-76) 

9.  PLANNING  &  DEVELOPMENT 

A.  Informational  presentation  on  Port-BCDC  Planning  Studies  associated  with 
approval  of  the  Pier  27  James  R.  Herman  Cruise  Terminal  and  Northeast  Wharf 
Plaza  Projects. 

B.  Request  approval  of  the  First  Amendment  to  the  Exclusive  Negotiation 
Agreement  between  the  Port  of  San  Francisco  and  Seawall  Lot  337  Associates, 
LLC  for  the  lease  and  development  of  Seawall  Lot  337  and  Pier  48  bounded  by 
China  Basin  Channel,  Third  Street,  Mission  Rock  Street,  and  San  Francisco  Bay 
and  adjacent  to  AT&T  Park.  (Resolution  No.  1 2-77) 

C.  Request  approval  of  term  sheet  for  Pier  70  20th  Street  Historic  Buildings 
development  opportunity  with  Orton  Development  Inc.  ("ODI").  (Resolution  No. 
12-78) 

D.  Informational  presentation  regarding  the  SFPUC's  Eastside  Recycled  Water 
Project  and  identification  of  Port  properties  as  potential  facility  sites. 

10.  NEW  BUSINESS 

11.  PUBLIC  COMMENT 

Public  comment  is  permitted  on  any  matter  within  Port  jurisdiction  and  is  not  limited  to 
agenda  items.  Public  comment  on  non-agenda  items  may  be  raised  during  New 
Business/Public  Comment.  A  member  of  the  public  has  up  to  three  minutes  to  make 
pertinent  public  comments  before  action  is  taken  on  any  agenda  item  and  during  the 
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new  business/public  comment  period.  It  is  strongly  recommended  that  public 
comments  be  submitted  in  writing  so  they  can  be  distributed  to  the  Commissioners  for 
their  review.  Please  fill  out  a  speaker  card  and  hand  it  to  the  Commission  Secretary. 
If  you  have  any  question  regarding  the  agenda,  please  contact  the  Commission 
Secretary  at  274-0406. 

12.  ADJOURNMENT 
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FORWARD  CALENDAR  (Targeted  Commission  Meeting,  Subject  to  Change) 

•  Informational  update  on  the  status  of  the  Port's  Blue  Greenway  projects  (October  23, 
2012) 

•  Informational  presentation  and  possible  action  on  Fiscal  Feasibility  Analysis  for  the 
Warriors  proposed  multi-use  facility  and  related  development  on  Piers  30/32  and 
Seawall  Lot  330  (October  23,  2012) 

•  Request  approval  of  a  proposal  by  the  Black  Rock  Arts  Foundation  to  extend  the  Port 
Commission  approved  temporary  installation  of  public  art  located  near  Mission  Street 
on  the  east  side  of  The  Embarcadero,  on  the  plaza  between  the  Agriculture  Building 
and  Pier  14,  by  seven  months  until  May,  2013,  with  option  for  a  further  six  month 
extension  (October  23,  2012) 

•  Request  approval  of  Second  Amendment  to  Lease  No.  L-14282  with  the  San  Francisco 
Bar  Pilots  Benevolent  and  Protective  Association  amending  the  rental  schedule 
throughout  the  term  of  the  lease  for  space  located  at  Pier  9  (October  23,  2012) 

•  Request  approval  of  Lease  No.  L-15200  (the  "Lease")  with  Autodesk,  Inc.  a  Delaware 
corporation  ("Autodesk"),  for  approximately  25,000  square  feet  of  office  space  and 
unimproved  shed  space  located  at  Pier  9  (the  "Premises")  at  the  foot  of  Broadway  and 
The  Embarcadero  for  a  term  of  120  months,  subject  to  Board  of  Supervisors  approval 
(October  23,  2012) 

•  Request  approval  of  a  Mutual  Termination  Agreement  (the  "Agreement")  with  DNA 
Direct,  a  Delaware  Corporation  Lease  No.  L-14871  located  at  Pier  9,  Suite  105  (the 
"Premises")  at  the  foot  of  Broadway  and  The  Embarcadero  (October  23,  2012) 

•  Request  approval  of  a  Mutual  Termination  Agreement  (the  "Agreement")  with 
Cabouchon  Properties,  LLC  ("Cabouchon")  Lease  No.  L-14968  located  at  Pier  9,  Suite 
114  (the  Premises")  at  the  foot  of  Broadway  and  The  Embarcadero  (October  23,  2012) 

•  Request  approval  of  Lease  No.  L-15202  (the  "  Lease")  with  Cabouchon  Properties, 
LLC  ("Cabouchon")  for  approximately  2,800  square  feet  of  office  and  storage  space 
located  at  Pier  9,  Suite  105  (the  "Premise")  at  the  foot  of  Broadway  and  The 
Embarcadero  for  a  term  of  60  months  (October  23,  2012) 

•  Request  approval  of  Lease  No.  L-15199  (the  "Lease")  with  the  Black  Coalition  on  AIDS 
("BCA"),  a  Not-For-Profit  Corporation  for  approximately  7,369  square  feet  of  a  free 
standing  building  and  approximately  4,235  square  feet  of  paved  land  located  at  601 
Cesar  Chavez  Street  for  a  term  of  60  months,  with  a  one  (1 )  36  month  term  extension 
option  (October  23,  2012) 

•  Informational  presentation  on  Seawall  Lot  337  feedback  from  October  27,  201 2 
community  workshop  (November  13,  2012) 

•  Informational  presentation  on  Forest  City's  proposed  plan  for  the  Pier  70  Waterfront 
Site  (November  13,  2012) 

•  Informational  presentation  on  the  San  Francisco  Fire  Department  Earthquake  Safety 
and  Emergency  Response  Bond  Improvement  Project  at  Pier  221/2  (November  13, 
2012) 

•  Accept  Quarterly  Contracting  Report  on  contracting  activities  for  July  1 ,  201 2  through 
September  29,  201 2  (November  1 3,  201 2) 

•  Request  authorization  to  advertise  for  competitive  bids  for  the  Pier  50  Maintenance 
Storage  Shed,  Contract  No.  2750  (November  13,  2012) 
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•  Consider  agreement(s)  between  the  Port  Commission  and  the  Successor  Agency  to 
mutually  terminate  13  ground  Leases  in  the  South  Beach  project  area  and  set  business 
terms  for  the  transfer  of  the  South  Beach  Harbor  program  (November  13,  2012) 

•  Request  approval  of  new  structure  for  South  Beach  Harbor  Berthing  Rates  and  Parking 
Management  (November  13,  2012) 

•  Request  authorization  to  award  up  to  three  professional  services  contracts  for  As- 
Needed  Engineering  and  related  Professional  Services  (November  13,  2012) 

•  Informational  presentation  on  Forest  City's  proposed  term  sheet  for  the  Pier  70 
Waterfront  Site  (December  1 1 ,  2012) 

•  Informational  presentation  on  Seawall  Lot  337  term  sheet  (December  1 1 ,  201 2) 

•  Informational  presentation  on  the  status  of  yellow  tagged  Port  facilities  (January  201 3) 

•  Request  Port  Commission's  endorsement  of  the  term  sheet  with  Forest  City  for  the  Pier 
70  Waterfront  Site  (January  2013) 

•  Request  approval  of  Term  Sheet  between  Port  and  Seawall  Lot  337  Associates,  LLC 
for  development  of  a  mixed  use  project  at  Seawall  Lot  337  (bounded  generally  by 
China  Basin,  the  San  Francisco  Bay,  Mission  Rock  Street,  and  Third  Street)  (January 
2013) 

•  Request  approval  to  enter  into  agreements  with  the  San  Francisco  Municipal 
Transportation  Agency  and  the  regional  bike  share  program  operator  to  use  Port 
property  for  the  Bay  Area  Regional  Bike  Share  Pilot  Program  (Date  to  be  determined) 

•  Request  approval  of  resolution  recommending  that  the  Board  of  Supervisors  form  a 
City  and  County  Infrastructure  District  No.  2  and  adopt  the  Infrastructure  Financing 
Plan  included  in  Appendix  C  which  will  capture  tax  increment  from  the  Seawall  Lot  351 
project  (commonly  known  as  the  8  Washington  Street  project)  for  site  open  space 
improvements,  the  Cruise  Terminal  project,  under-pier  utilities  and  pier  substructure 
repairs;  and  authorizing  the  Port's  Executive  Director  to  enter  into  a  Memorandum  of 
Understanding  with  the  City  and  County  of  San  Francisco  acting  through  the 
Controller's  Office  to  implement  the  District  (Date  to  be  determined) 

•  Request  authorization  to  award  As-Needed  Engineering  and  Related  Professional 
Services  (Date  to  be  determined) 

•  Request  approval  of  Federal  Cost  Sharing  Agreement  between  the  Port  of  San 
Francisco  and  the  U.S.  Army  Corps  of  Engineers  for  study  of  the  Central  Basin  Dredge 
Project  (Date  to  be  determined) 
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OCTOBER/NOVEMBER/DECEMBER  2012 
CALENDAR  OF  UPCOMING  PORT  MEETINGS  -  OPEN  TO  THE  PUBLIC 


DATE 

TIME 

GROUP 

LOCATION 

OCT 

?  nn  n  m 

C  .\J\J  L/.l  1  1  . 

Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

31  5  n  m 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

NOV.  13 

2:00  p.m. 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

3:15  p.m. 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

DEC.  11 

2:00  p.m. 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

3:15  p.m. 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

NOTES: 

The  San  Francisco  Port  Commission  meets  regularly  on  the  second  and  fourth  Tuesday  of  the  month  at  3:15 
p.m.,  unless  otherwise  noticed.  The  Commission  Agenda  and  staff  reports  are  posted  on  the  Port's  Website 
@  www.sfport.com.  The  Port  Commission  meetings  can  be  viewed  online  at 

http://sanfrancisco.granicus.comA/iewPublisher.php?view_id=92.  The  Port  Commission  meetings  are  also 
broadcasted  on  the  2nd  &  4th  Thursday  of  the  month  at  9  p.m.  on  Comcast  Cable  Channel  26  or  Astound 
Cable  Channel  78  (formerly  RCN  Cable).  Contact  Amy  Quesada  at  274-0406  or  amy.quesada@sfport.com 

The  Fisherman's  Wharf  Waterfront  Advisory  Group  (FWWAG)  meets  regularly  on  a  bi-monthly  basis,  on  the 
third  Tuesday  of  the  month.  The  regular  meeting  time  and  place  is  9:00  a.m.  at  Scoma's  Restaurant,  Pier  47 
at  Fisherman's  Wharf.  Contact  Rip  Malloy  @  274-0267  or  rip.mallov@sfport.com 

The  Maritime  Commerce  Advisory  Committee  (MCAC)  meets  every  other  month,  on  the  third  Thursday  of  the 
month,  from  1 1 :30  a.m.  to  1 :00  p.m.  @  Pier  1 .  Contact  Jim  Maloney  @  274-051 9  or  iim.malonev@sfport.com 

The  Mission  Bay  Citizens  Advisory  Committee  meets  on  the  second  Thursday  of  the  month  at  5:00  p.m. 
in  the  Creek  Room  at  Mission  Creek  Senior  Building  located  at  225  Berry  Street  in  San  Francisco  (along  the 
Promenade  just  beyond  the  library.)  Contact  Catherine  Reilly  at  the  former  Redevelopment  Agency  @  749- 
251 6  or  catherine.reillv@sfqov.org 

The  Northeast  Waterfront  Advisory  Group  (NEW AG)  meets  regularly  on  a  bi-monthly  basis  on  the  first 
Wednesday  of  the  month  from  5:00  p.m.  to  7:00  p.m.  in  the  Bayside  Conference  Room  @  Pier  1 .  Contact 
Jonathan  Stern  @  274-0545  or  jonathan.stern@sfport.com 

The  Central  Waterfront  Advisory  Group  (CWAG)  meets  monthly  on  an  as-needed  basis,  generally  on  the 
third  Wednesday  of  the  month  from  5  to  7  p.m.  in  the  Bayside  Conference  Room  at  Pier  1 .  Contact  Mark 
Paez  @  705-8674  or  mark.paez@sfport.com 

The  Southern  Waterfront  Advisory  Committee  (SWAC)  meets  every  last  Wednesday  of  the  month  from  6:1 5 
to  8:15  p.m.  Location  to  be  determined.  Contact  David  Beaupre  @  274-0539  or  david.beaupre@sfport.com 

The  Waterfront  Design  Advisory  Committee  (WDAC)  meets  jointly  with  the  Design  Review  Board  of  the  Bay 
Conservation  and  Development  Commission  on  the  first  Monday  of  the  month  at  BCDC,  50  California  Street, 
Rm.  2600,  at  6:30  p.m.  The  Committee  meets  as  needed  on  the  fourth  Monday  of  the  month  at  6:30  p.m.  in 
the  Bayside  Conf.  Rm.  @  Pier  1 .  Contact  Dan  Hodapp  @  274-0625  or  dan.hodapp@sfport.com 
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ACCESSIBLE  MEETING  INFORMATION  POLICY 


FERRY  BUILDING: 

The  Port  Commission  Hearing  Room  is  located  on  the  second  floor  of  the  Ferry  Building.  The  main  public 
entrance  is  from  the  west  (Embarcadero)  side  and  is  served  by  a  bank  of  elevators  adjacent  to  the  historic 
staircase.  Accessible  public  restrooms  are  on  the  first  floor  at  the  northeast  end  of  the  building  as  well  as  on 
the  second  floor  across  the  lobby  from  the  Port  Commission  Hearing  Room.  The  main  path  of  travel  to  the 
Port  Commission  Hearing  Room  is  equipped  with  remote  infrared  signage  (Talking  Signs).  The  Port 
Commission  Hearing  Room  is  wheelchair  accessible.  Accessible  seating  for  persons  with  disabilities 
(including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART  and  MUNI  Metro  station  is 
Embarcadero  located  at  Market  &  Spear  Streets.  Accessible  MUNI  lines  serving  the  Ferry  Building  area  are 
the  F-Line,  9,  31 ,  32  and  71 .  For  more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  The 
nearest  accessible  parking  is  provided  in  the  following  off-street  pay  lots:  3  spaces  in  the  surface  lot  on  the 
west  side  of  the  Embarcadero  at  Washington  Street. 

Hourly  and  valet  parking  is  available  in  the  Pier  3  lot.  This  lot  is  accessed  through  the  Pier  3  bulkhead 
building  entrance  on  the  east  side  of  the  Embarcadero.  This  lot  is  located  on  the  pier  deck;  adjacent  to  the 
ferry  boat  Santa  Rosa.  Additional  covered  accessible  off-street  pay  parking  is  available  in  the  Golden 
Gateway  Garage,  which  is  bounded  by  Washington,  Clay,  Drumm  and  Battery  Streets.  Entrance  is  on  Clay 
St.  between  Battery  and  Front  Streets.  There  is  no  high-top  van  parking.  Metered  street  parking  is  available 
on  the  Embarcadero,  Washington,  Folsom  &  Drumm  Streets. 

In  order  to  assist  the  City's  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness, 
multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these 
individuals. 

A  sign  language  interpreter  and  alternative  format  copies  of  meeting  agendas  and  other  materials  can  be 
provided  upon  request  made  at  least  72  hours  in  advance  of  any  scheduled  meeting.  Contact  Wendy 
Proctor,  Port's  ADA  Coordinator,  at  274-0592,  the  Port's  TTY  number  is  (415)  274-0587. 

Know  Your  Rights  Under  the  Sunshine  Ordinance: 

Government's  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions, 
boards,  councils  and  other  agencies  of  the  City  and  County  exist  to  conduct  the  people's  business.  This 
ordinance  assures  that  deliberations  are  conducted  before  the  people  and  that  City  operations  are  open  to 
the  people's  review.  For  more  information  on  your  rights  under  the  Sunshine  Ordinance  (Sections  67.1  et 
seq.  of  the  San  Francisco  Administrative  Code)  or  to  report  a  violation  of  the  ordinance,  contact  Chris 
Rustom  by  mail:  Sunshine  Ordinance  Task  Force,  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244,  San  Francisco 
CA  94102-4689;  by  phone  at  (415)  554-7724;  by  fax  at  (415)  554-7854  or  by  email  at  sotf@sfgov.org. 
Citizens  interested  in  obtaining  a  free  copy  of  the  Sunshine  Ordinance  can  request  a  copy  from  Mr.  Rustom 
or  by  printing  Sections  67.1  et  seq.  of  the  San  Francisco  Administrative  Code  on  the  Internet,  at 
http://www.sfgov.org/sunshine. 

NOTICES 

Prohibition  of  Ringing  of  Sound  Producing  Devices: 

The  ringing  of  and  use  of  cell  phones,  pagers,  and  similar  sound-producing  electronic  devices  are  prohibited 
at  this  meeting.  Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any 
person(s)  responsible  for  the  ringing  or  use  of  a  cell  phone,  pager,  or  other  similar  sound-producing 
electronic  device. 

Lobbyist  Registration  and  Reporting  Reguirements: 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  administrative  action  may  be 
required  by  the  San  Francisco  Lobbyist  Ordinance  (SF  Campaign  &  Government  Conduct  Code  Sections 
§2.100  -  2.160)  to  register  and  report  lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance, 
please  contact  the  San  Francisco  Ethics  Commission  at  30  Van  Ness,  Suite  3900,  San  Francisco,  CA 
94102,  phone  (415)  581-2300  or  fax  (415)  581-2317;  web  site:  www.sfgov.org/ethics. 
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"PORT^ 

SAN  FRANCISCO 


MEMORANDUM 


October  4,  2012 


TO: 


FROM: 


MEMBERS,  PORT  COMMISSION 
Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

Monique  Moyer , 
Executive  Director 


SUBJECT:   Request  Authorization  to  Issue  a  Request  for  Proposals  (RFP)  Soliciting 
Hazardous  Waste  Disposal  Services 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  

EXECUTIVE  SUMMARY 

Port  staff  requests  Port  Commission's  authorization  to  advertise  a  Request  for 
Proposals  (RFP)  soliciting  Hazardous  Waste  Disposal  services.  These  services  are 
required  in  order  to  properly  dispose  of  hazardous  waste  generally  and  during  an 
emergency.  The  successful  respondent  shall  provide  all  services,  labor,  materials,  and 
equipment  necessary  to  provide  hazardous  waste  packaging,  removal,  transportation 
and  disposal-related  tasks.  The  ability  for  the  successful  respondent  to  provide  service 
with  little  notice,  e.g.  24  hours,  72  hours,  is  critical.  In  addition,  there  are  times  when 
highly  specialized  expertise  is  required  that  otherwise  does  not  exist  with  existing 
personnel  resources  due  to  the  limited  need  for  such  expertise.  Due  to  the  nature  of 
this  material,  it  is  essential  that  the  Port  have  an  expert  to  properly  dispose  of 
hazardous  materials.  Staff  recommends  a  three-year  contract  in  an  amount  not  to 
exceed  $375,000,  with  the  option  to  extend  the  term  for  one  additional  year  for  an 
additional  amount  not  to  exceed  $150,000. 

BACKGROUND 

Port  staff  routinely  finds  hazardous  wastes  that  have  been  abandoned  on  Port  property 
such  as  car  batteries  or  five-gallon  buckets  of  oil,  but  at  times  include  unknown  mixed 
wastes.  Additionally,  Port  Operations  routinely  generate  hazardous  wastes  such  as 
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used  motor  oils,  paints,  batteries,  and  electronic  wastes,  among  others.  These  wastes 
require  proper  handling  and  disposal.  Port  staff  also  provides  used  oil  collection 
services  for  the  Maritime  community  at  Fisherman's  Wharf.  On  occasion,  Port  staff 
finds  leaking  and  unidentified  wastes  at  these  and  other  locations  that  require 
immediate  action. 

Previously  hazardous  waste  management  and  disposal  services  were  provided  through 
an  as-needed  contract  managed  by  the  Department  of  Public  Works  (DPW)  and  for 
smaller  jobs,  through  direct  purchase  orders.  Utilizing  the  DPW  as-needed  contract  has 
proven  inefficient  due  to  the  amount  of  administrative  oversight,  and  has  required 
overhead  fees,  and  caused  delays.  Instead,  the  Port  requests  its  own  contract  with  a 
provider  to  be  competitively  bid  to  meet  the  individual  needs  of  our  projects. 

The  Port  secured  the  Civil  Service  Commission's  approval  to  contract  out  these 
services  on  January  9,  2012.  In  preparation  for  that  hearing,  Port  staff  met  with  Local 
21  and  Department  of  Public  Works  staff  to  review  the  proposed  contract  services  in 
detail  and  address  any  standing  issues.  Port  staff  confirmed  in  writing  that  these 
interested  parties  are  in  agreement  and  that  the  Port  should  be  allowed  to  proceed  in 
contracting  out  these  services. 

POTENTIAL  SCOPE  OF  WORK 

The  successful  respondent  shall  provide  all  services,  labor,  materials,  and  equipment 
necessary  to  accomplish  a  variety  of  waste  packaging,  transportation  and  disposal- 
related  tasks.  While  the  nature  of  waste  disposal  activity  may  vary  widely,  in  all  cases 
work  will  involve  hazardous  material  handling  or  work  in  and  around  potentially 
hazardous  materials  or  environmentally  sensitive  areas.  The  RFP  will  require  that  the 
successful  respondent  be  able  to  provide  appropriately  trained  workers  capable  of 
working  in  hazardous  environments  in  compliance  with  29  Code  of  Federal  Regulations 
Section  1910.120. 

Examples  of  the  anticipated  work  scope  will  include,  but  will  not  be  limited  to: 

1 .  Packaging,  transporting,  treatment  and  disposal  of  hazardous,  non-hazardous  or 
unknown  waste.  Waste  streams  may  include  and  are  not  limited  to  excavated 
soils,  debris,  asphalt,  concrete,  groundwater,  wastewater,  sludge,  used  oil, 
petroleum  hydrocarbons  and  other  hazardous  materials. 

2.  Perform  all  items  listed  in  item  1  above  on  an  emergency  response  basis  within  4 
hours  of  notification. 

3.  Follow  a  hierarchy  of  disposal  methods,  with  the  most  desirable  methods  listed 
first,  as  follows:  reuse,  recycling,  treatment/neutralization,  secondary  fuel 
incineration,  destructive  incineration,  and  landfill. 

4.  Pump  out  used  oil,  oily  water,  and  oily  sludge  from  various  collection  tanks  for 
recycling. 
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5.  Perform  overwater  fuel  and  oil  transfers  and  obtain  all  permits  and  authorizations 
required  for  this  work. 

6.  Prepare  profiles,  manifests,  bills  of  lading. 

7.  Complete  regulatory  notifications  and  certification  forms. 

8.  Comply  with  all  Federal,  State  and  City  regulations  pertaining  to  the  proper 
packaging,  shipment  and  transportation  of  hazardous  and  non  -hazardous 
wastes  and  materials. 

9.  Meet  quarterly  with  the  Port's  Environmental  management  staff  to  discuss 
performance  and  continuous  improvement  ideas  for  handling  the  Port's  waste 
streams. 

10.  Provide  lab-pack  and/or  bulking  services  using  qualified  and  trained  personnel. 

1 1 .  Waste  must  be  shipped  no  later  than  three  days  after  scheduled  date. 

12.  Ensure  that  all  manifests  are  properly  signed  and  returned  to  Port  as  required. 

The  Port  and  successful  respondent  will  work  together  in  determining  the  scope  of  each 
project,  the  total  cost,  and  scheduling  requirements  to  complete  each  task  before 
initiation  of  work. 

SELECTION  PROCESS 

Port  staff  proposes  to  procure  the  above  services  through  a  formal,  fair,  and  competitive 
process.    Port  staff  will  use  a  selection  panel  to  evaluate  submittals  in  response  to  the 
RFP  and  score  the  firms  pursuant  to  the  RFP  requirements.  Some  of  the  criteria  to  be 
used  for  evaluating  responses  to  the  RFP  are  as  follows: 

1 .  Understanding  of  hazardous  waste  disposal  issues  pertinent  to  the  Port  of  San 
Francisco; 

2.  Understanding  and  acceptance  of  contracting  requirements; 

3.  Approach  to  assuring  high  quality  budgeting  and  scheduling  for  Port  projects; 

4.  Quality  control  and  assurances  for  work  to  be  performed; 

5.  Commitment  and  availability; 

6.  Project  management  and  contract  administration  approach  to  facilitate  smooth 
contracts; 

7.  Experience  of  firm  and  staff  in  performing  similar  technical  work; 

8.  Experience  in  producing  cost  effective  and  timely  project  results; 

9.  Organizational  and  team  capacity;  and 

10.  Communication,  clarity,  and  client  relationship  philosophy. 


The  final  evaluation  score  will  be  based  upon  a  combination  of  the  written  submittal  and 
interview  scores.  Once  completed,  Port  staff  will  review  all  the  billing  rates  submitted  by 
the  top  firms  to  determine  reasonableness  of  their  rates  and  begin  negotiations  with  the 
highest-ranked  respondents,  in  descending  order,  until  acceptable  contract  terms  are 
reached  with  one  candidate. 

Once  satisfactory  fees  and  contract  terms  have  been  negotiated  and  agreed  to  by  the 
highest-ranked  respondent,  Port  staff  will  return  to  the  Port  Commission  with  a 
recommendation  for  contract  award. 

Local  Business  Enterprise  (LBE)  Sub-Consulting  Goal 

The  Port's  Human  Rights  Commission  Contract  Compliance  Officer  has  established  an 
8%  LBE  sub-consulting  goal  for  this  proposed  contract  based  on  the  availability  of 
qualified  firms.  In  order  to  be  eligible  for  contract  award,  each  firm  responding  to  the 
RFP  must  meet  the  8%  LBE  sub-consulting  goal  and  demonstrate  a  good  faith  effort  to 
meet  the  stated  goal.  In  addition,  firms  competing  for  this  RFP  must  demonstrate  non- 
discrimination in  their  selection  of  sub-consultants. 


SCHEDULE 

In  accordance  with  the  following  timeline,  Port  staff  expects  to  return  to  the  Port 
Commission  in  February  2013  to  request  approval  to  award  the  contract.  No  additional 
approvals  would  be  required  of  other  public  bodies. 


Activity 

Civil  Service  Commission  Authorization  to  Contract 

Port  Commission  Authorization  to  Advertise 

Commence  RFP  Advertisement* 

Pre-submittal  Meeting 

Submission  Due  Date 

Interviews 

Port  Commission  Request  to  Award  Contract 
New  Contracts  Commence 


Target 

January  2012 
October  2012 
November  2012 
November  2012 
January  2013 
January  2013 
February  2013 
March  2013 


*The  RFP  will  be  advertised  using  the  following  resources: 

•  City  and  County  of  San  Francisco  Office  of  Contract  Administration  website 

•  Various  local  small  business  newspapers 

•  Port  of  San  Francisco's  website 


FUNDING 

Funding  for  these  services  will  be  allocated  on  an  annual  basis  through  the  Port 
operating  budget.  The  Port  maintains  an  annual  capital  project  line  item  dedicated  to 
management  of  abandoned  hazardous  materials  and  hazardous  waste  management. 
The  Port  also  maintains  an  operating  budget  line  item  that  is  commonly  used  to  fund  the 
disposal  of  hazardous  waste  generated  by  Port  operations. 
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FISCAL 
YEAR 
BUDGET 

FUNDING  SOURCE 

TOTAL 

Annual  Capital 
Project  For: 
Abandoned 
Hazardous  Wastes 

Operating  Budget 
For: 

Port  Hazardous 
Wastes 

2011/2012* 

$75,000 

$0 

$75,000 

2012/2013 

$100,000 

$50,000 

$150,000 

2013/2014 

$100,000 

$50,000 

$150,000 

Basic  3-Year  Contract  Subtotal 

$375,000 

2014/2015 
(optional) 

$100,000 

$50,000 

$150,000 

rOTAL  CONTRACT  (with  optional  4tn  year) 

$525,000 

*Funds  budgeted  in  FY201 1/12  were  not  expended  and  carried  forward  in  the  project. 
SUMMARY 

Port  staff  requires  services  to  package,  transport,  and  dispose  of  hazardous  wastes  that 
are  generated  by  Port  operations  and  abandoned  on  Port  property.  Previously  used 
avenues  for  procuring  these  services  have  become  costly  and  untimely.  Port  staff  is 
ready  to  seek  competitive  proposals  and  schedules  for  these  services  through 
publication  of  a  Request  for  Proposals  as  described  above,  should  the  Port  Commission 
approve  this  request. 

RECOMMENDATION 

Staff  recommends  that  the  Port  Commission  approve  the  attached  resolution 
authorizing  staff  to  advertise  the  Request  for  Proposals  soliciting  hazardous  waste 
disposal  services. 


Prepared  by: 


Megan  Stephenson,  Contract  Manager 
Richard  Berman,  Project  Manager 
Tim  Felton,  Port  Industrial  Hygienist 

Elaine  Forbes 

Deputy  Director,  Finance  &  Administration 
Tom  Carter 

Deputy  Director,  Maintenance 

Susan  Reynolds, 

Deputy  Director  for  Real  Estate 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  12-75 

WHEREAS,     the  Port  of  San  Francisco's  Environmental  staff  are  requested  to 

provide  essential  services  that  exceed  the  staff  resources  available  to 
the  Port  and  other  City  departments;  and 

WHEREAS,     the  Port's  hazardous  waste  needs  have  been  satisfied  by  the  City 

Department  of  Public  Works  and  purchase  orders,  but  those  contract 
terms  require  overhead  fees,  oversight,  and  cause  delays;  and 

WHEREAS,     Port  staff  obtained  approval  from  the  Civil  Service  Commission  on 

January  9,  2012,  authorizing  the  Port  to  contract  out  hazardous  waste 
disposal  services;  and 

WHEREAS,  Port  staff  is  preparing  a  Request  for  Proposals  (RFP)  to  solicit  contract 
services  for  handling,  transport  and  disposal  of  hazardous  wastes  that 
are  generated  by  Port  operations  and  abandoned  on  Port  property;  and 

WHEREAS,     the  RFP  solicitation  will  incorporate  an  8%  sub-consulting  goal  for  Local 
Business  Enterprises  subcontractor  participation  as  recommended  by 
the  Human  Rights  Commission  (HRC);  now,  therefore  be  it 

RESOLVED,    that  the  San  Francisco  Port  Commission  hereby  authorizes  Port  staff  to 
issue  a  Request  for  Proposals  to  solicit  a  three-year  hazardous  waste 
disposal  contract,  in  an  amount  not  to  exceed  $375,000,  with  the  option 
to  extend  the  term  for  one  additional  year. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  October  9,  2012. 


Secretary 
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SAN  FRANCISCO 

MEMORANDUM 

October  4,  2012 


TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

FROM:        Monique  Moyer 

Executive  Director 


SUBJECT:   Request  authorization  to  execute  approval  of  annexation  of  Pier  1  to  City 
and  County  of  San  Francisco  Special  Tax  District  No.  2009-1  (San 
Francisco  Sustainable  Financing)  and  approval  for  payment  by  the  Port 
Commission  of  its  pro  rata  share  of  special  taxes  as  subtenant  in 
accordance  with  its  Sublease  with  AMB  Pier  One  LLC. 


DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  

This  item  was  presented  as  an  informational  item  at  the  September  25,  2012  Port 
Commission  meeting  and  is  now  before  the  Port  Commission  for  approval.  There  are  no 
changes  made  to  the  staff  report  that  was  presented  to  the  Port  Commission  at  the  last 
meeting. 


Executive  Summary 


Pier  1  Tenant,  AMB  Pier  One  LLC,  has  requested  the  Port  to  participate  in  the  Pier  1 
Energy  Efficiency  and  Solar  Array  Project  ("Energy  Project").  As  described  more  fully 
below,  the  Energy  Project  will  reduce  energy  costs  and  consumption  and  achieve  an 
Energy  Star  rating  of  75  or  higher.  The  Energy  Project  will  represent  the  first 
commercial  project  to  participate  in  the  City's  Property  Assessment  Clean  Energy 
Program.  The  Energy  Project  will  be  funded  through  the  assessments  on  each  of  the 
Pier  1  tenants,  including  the  Port.  Such  assessments  are  expected  to  be  offset  by 
energy  cost  savings  derived  from  more  efficient  energy  consumption  combined  with 
power  generated  through  a  rooftop  solar  array. 
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Background 


By  a  Request  for  Interest  and  Qualifications  ("RFI&Q")  in  January  1998  the  Port 
solicited  submittal  of  interest  and  qualifications  to  develop  and  master  lease  Pier  1  as  a 
maritime  related  office  complex.  AMB  Property  L.P.  was  selected  based  on  its 
commitment  to  occupy  the  building  as  project  manager  and  co-tenant  and  on  its 
financial  capacity,  development  concept,  responsiveness  to  public  access  and  public 
trust  objectives,  a  shorter  lease  term  (50  years),  and  the  opportunity  for  the  Port  to 
participate  in  the  economic  benefits  of  the  project. 

On  August  1999,  the  Port  and  AMB  Property  L.P.  entered  into  a  Lease  for  the  master 
lease  of  Pier  1 ,  a  shed  with  approximately  153,000  sq.  ft.  of  Class  A  office  and  retail 
space.  Concurrently  the  Port  and  AMB  Property  L.P.  executed  a  50  year  sublease 
agreement  for  the  Port  to  occupy  approximately  52,000  square  feet  (35%  of  the 
leasable  area)  that  serves  as  the  Port's  main  office.  As  part  of  a  historic  tax  credit 
investment  in  the  project,  AMB  Pier  One  LLC  assumed  the  interest  of  AMB  Property 
L.P.  under  the  master  lease  and  the  sublease  and  is  the  Port's  current  master  tenant 
(the  "Tenant")  and  Sublandlord. 

In  201 1  AMB  Property  Corp.,  the  ultimate  parent  of  the  Tenant  merged  with  Prologis, 
Inc.,  retaining  the  Prologis  name.  Prologis  is  a  subtenant  under  the  AMB  Pier  One  LLC 
master  lease  and  continues  to  occupy  Tenant's  original  premises  in  Pier  1  consisting  of 
approximately  51 ,000  square  feet,  which  also  serves  as  its  corporate  headquarters. 
The  remaining  50,000  square  feet  is  occupied  by  multiple  office  /  retail  tenants  including 
Adaptive  Path,  W.R.  Hambrecht,  Pattern  Energy,  Pacific  Waterfront  Partners  and 
Starbucks.  The  building  is  1 00%  leased  and  the  Lease  contains  a  rent  participation 
provision  where  the  Port  receives  50%  of  the  net  income  over  and  above  a  minimum 
threshold. 

Energy  Project 

Tenant  has  engaged  Johnson  Controls  Inc.  "(JCI"),  a  global  organization  and 
recognized  leader  in  commercial  building  systems  and  renewable  energy  projects,  to 
make  certain  energy  efficiency  improvements  to  Pier  1 .  JCI  was  selected  due  to  its  in- 
house  design  capabilities  and  its  track  record  of  completing  numerous  commercial 
building  energy  system  enhancements  and  renewable  energy  projects. 

Under  the  Tenant's  proposal,  JCI  will  provide  turn-key  design  and  implementation  of 
energy  efficiency  and  solar  upgrades  to  Pier  1  with  the  goals  of  reducing  energy  costs 
and  consumption  while  achieving  an  Energy  Star  rating  of  75  or  higher.  The  project  will 
showcase  cost-effective  upgrades  that  generate  a  savings  of  equal  to  or  greater  than 
the  anticipated  cost  to  implement.  The  project  cost  is  budgeted  at  approximately  $1 .6 
million  and  is  modeled  to  generate  approximately  $100,000  of  annual  energy  savings, 
beginning  in  the  first  year.  The  project  is  scheduled  to  commence  in  October  2012  and 
be  completed  in  January  2013. 

The  Tenant  is  the  project  sponsor  and  has  been  actively  working  with  the  Port  staff  to 
obtain  the  Port's  consent  to  proceed  with  the  project  as  required  under  the  Lease.  The 


Pier  1  energy  efficiency  and  solar  array  improvements  involve  no  upfront  capital 
expense  to  the  Port.  However  the  projects  will  require  annual  reimbursement  of  the 
Port's  pro-rata  share  of  the  costs  through  a  special  tax  assessment  as  provided  for 
under  the  terms  of  the  sublease. 

The  Energy  Project  will  be  the  first  commercial  property  in  San  Francisco  to  qualify  for 
the  City's  Property  Assessment  Clean  Energy  ("PACE")  program.  The  PACE  program 
was  initiated  in  2009  by  an  ordinance  authorizing  the  creation  of  a  local  community 
facility  district  to  finance  water  and  energy  conservation  and  renewable  energy 
improvement  measures  on  commercial  buildings  in  San  Francisco  through  a  citywide 
special  tax  district,  which  the  Board  of  Supervisors  created  in  2010.  The  ordinance  is 
authorized  by  and  incorporates  the  California  Mello-Roos  Act.  The  Board  subsequently 
authorized  the  issuance  and  sale  of  Special  Tax  Bonds  in  a  minimum  aggregate  amount 
not  to  exceed  a  $100  million  to  fund  this  GreenFinanceSF  ("GreenFinance")  program, 
which  provides  a  funding  mechanism  for  participants  in  the  PACE  program. 

The  City  established  the  GreenFinance  program  for  non-residential  properties  and 
designates  the  SF  Department  of  Environment  as  the  program  administrator.  The 
program  entails  the  issuance  of  special  tax  bonds  for  eligible  facilities  in  a  special  tax 
district  for  the  purpose  of  financing  energy  and  water  conservation  and  renewable 
energy  improvements  of  privately  and  publicly  owned  non-residential  parcels. 

Additionally  the  Energy  Project  will  be  the  first  public  private  net  metered  solar  project 
for  the  San  Francisco  Public  Utility  Commission  ("SFPUC").  To  achieve  this,  the  solar 
installation  will  directly  offset  the  building  electric  expense  by  providing  an  onsite 
renewable  energy  source.  A  significant  advantage  of  this  system  is  that  the  solar  panels 
provide  peak  performance  during  the  daytime  when  the  energy  load  is  at  its  highest. 
Due  to  demand  pricing  of  energy,  peak  times  result  in  a  higher  per  KW  charge.  Use  of 
the  solar  panels  will  reduce  use  of  the  peak  priced  power  thereby  leveling  the  overall 
cost  of  energy  to  the  project. 

Specifically  the  Energy  Project  scope  consists  of  the  following: 

•  Retro-commissioning  Heating  Ventilation  Air  Conditioning  system  and  controls, 

•  Energy  efficient  lighting  upgrades  throughout  tenant  spaces,  and 

•  Installation  of  200KW  rooftop  solar  array  with  associated  re-roofing  on 
approximately  one  half  of  the  building  roof  primarily  sited  on  the  back  of  the 
building  towards  the  Bay  to  minimize  solar  shading. 

In  conjunction  with  the  installation  of  the  solar  panels  the  Tenant  plans  to  re-roof  the 
portion  directly  under  the  solar  array  to  avoid  significant  additional  expense  after  the 
panels  are  in  place.  The  existing  roof  is  approximately  1 3  years  old  and  the  portion  to 
be  replaced  represents  approximately  40%  of  the  north  end  of  the  building.  The  roof 
replacement  is  being  accelerated  by  5-7  years  (assuming  a  20-year  useful  life)  to 
ensure  there  would  be  no  costly  future  replacement  after  the  panel  installation.  The  roof 
replacement  will  be  funded  separately  by  the  Tenant  as  a  capital  expenditure  and  under 
the  terms  of  the  sublease,  the  costs  are  not  recoverable  by  the  Tenant  as  a 
reimbursable  expense  item  to  the  Port. 


-3- 


■ 


Financial  Analysis 

The  Energy  Project  cost  of  $1 .6  million  is  to  be  primarily  financed  through 
GreenFinance  by  the  City's  issuance  of  a  $1 .4  million  bond.  The  cost  of  the 
GreenFinance  financing  is  re-payable  through  special  tax  assessments  against  the 
Tenant's  leasehold  interest  and  is  estimated  at  approximately  $100,000  annually  over 
20  years. 

Under  the  program,  individual  property  owners  may  opt  to  place  their  property  into  the 
GreenFinance  citywide  special  tax  district  to  obtain  bond  proceeds  from  the  City  to 
finance  green  improvements.  The  program  specifically  authorizes  ground  lease  tenants 
to  participate  in  the  program  with  the  property  owner's  consent.  Each  approved  project 
receives  funds  from  a  project-specific  issuance  of  bonds  by  the  City,  with  the  City's 
advance  of  funds  repaid  by  special  taxes  assessed  against  the  improved  parcel  (or 
leasehold  interest,  in  the  case  of  a  ground  lease)  over  a  20-year  term. 

To  reduce  the  annual  interest  expense  of  the  bond  and  make  the  project  more  cost 
effective,  the  City  has  successfully  applied  for  an  allocation  of  federal  Qualified  Energy 
Conservation  Bonds  (QECB).  The  California  Debt  Limit  Allocation  Committee  (CDLAC) 
has  granted  an  allocation  of  QECB  to  the  City  for  this  project.  This  allocation  represents 
a  form  of  tax  credit  that  can  be  converted  into  direct  subsidy  payments  instead  of  tax 
credits,  which  is  how  the  City  intends  to  use  the  credits  and  reduce  its  cost  of  borrowing. 
The  City  submitted  its  QECB  application  to  CDLAC  in  May  2012  and  received  the 
allocation  on  July  1 8,  201 2,  with  a  hard  October  1 5,  201 2  deadline  for  the  City  to 
commit  the  funds. 

To  enable  the  Tenant  to  participate  in  and  receive  bond  funds  under  the  GreenFinance 
program,  the  Executive  Director  on  behalf  of  the  Port  Commission  as  the  underlying 
owner  must  execute  the  Port's  Unanimous  Approval  to  annexing  Pier  1  to  the  citywide 
special  tax  district  in  the  form  attached  (Attachment  A),  with  the  express  understanding 
that  special  tax  assessments  will  attach  only  to  the  Tenant's  leasehold  interest.  The 
bond  will  be  repaid  by  special  taxes  assessed  on  the  leasehold  interest  for  the  20  year 
term  of  the  bond.  Under  the  ordinance  and  the  Mello-Roos  Act,  the  lien  of  the  special 
tax  on  the  leasehold  interest  is  on  par  with  the  lien  of  possessory  interest  taxes.  To 
facilitate  the  financing,  the  City  will  be  required  to  covenant  to  inhibit  the  Port  from 
terminating  its  ground  lease  with  the  Tenant  or  any  successor  lease  except  by  entering 
into  a  replacement  lease  and  to  use  reasonable  efforts  to  obtain  attornments,  if 
necessary,  from  the  subtenants  of  the  leasehold  if  the  ground  lease  is  terminated. 

The  Tenant  has  proposed  that  each  subtenant  (including  Prologis,  which  occupies 
approximately  35%  of  Pier  1)  pay  its  pro  rata  share  of  annual  special  taxes  assessed 
(estimated  at  $1 00,000  per  year  for  the  20-year  term  of  the  bonds)  to  pay  the  bonded 
indebtedness  for  the  Energy  Project.  The  sublease  agreement  between  the  Port  and 
the  Tenant  provides  for  the  Port  to  pay  its  share  of  all  building  operating  expenses, 
reimbursable  repairs,  possessory  interest  taxes  (should  the  Port's  occupancy  be 
determined  not  to  be  exempt),  and  other  applicable  taxes  and  assessments.  The  Port 
occupies  approximately  35%  of  Pier  1 ,  and  the  Tenant  is  anticipating  the  Port  to  pay  a 
pro  rata  share  of  the  special  tax  assessment.  Based  on  the  estimated  annual  $1 00,000 
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special  tax  assessment,  the  Port's  pro  rata  share  would  be  approximately  $35,000  on 
an  annual  basis  for  a  total  of  $700,000  over  20  years. 

Staff  has  prepared  a  letter  agreement  with  the  Tenant  granting  approval  of  the 
improvements  as  required  under  the  Lease,  on  condition  that  the  Tenant  confirm  that 
the  sublease  obligation  for  the  Port  to  pay  a  pro  rata  share  of  assessments  will  apply  to 
the  special  tax  obligation  for  this  project  subject  to  the  Tenant's  express  agreement  to 
be  responsible  for  construction  costs  and  bond  issuance  cost  over  runs,  if  any,  and  to 
absorb  the  pro  rata  share  of  the  annual  interest  expense  for  any  vacant  space. 

Tenant,  through  JCI,  has  prepared  a  model  of  the  estimated  annual  savings  upon 
project  completion  with  a  projected  annual  energy  savings  to  the  building  in  the  first 
year  of  approximately  $100,000.  The  projected  energy  savings  are  approximately  equal 
to  the  anticipated  special  tax  assessment  providing  a  net  neutral  cost  to  the  Port.  The 
model  assumes  a  relatively  conservative  energy  cost  inflation  factor  of  3.5%  which  is 
slightly  below  the  1 0  year  average  of  a  4.1 8%  increase  as  reported  by  the  San 
Francisco-Oakland-San  Jose  Consumer  Price  Index  for  electricity.  Therefore  over  the 
term  of  the  bond,  anticipated  energy  cost  savings  from  the  financed  improvements  will 
significantly  increase  due  to  the  inflated  delta  between  traditional  energy  costs  which 
are  unfixed  and  the  fixed  costs  of  financing.  Based  on  information  provided  by  JCI,  the 
Port's  total  estimated  net  energy  savings  over  and  above  the  reimbursement  of  its  pro 
rata  share  of  the  special  tax  assessment  of  approximately  $700,000  over  the  20  year 
term  is  approximately  $265,000  with  a  net  present  value  of  approximately  $1 32,000.  In 
addition  the  solar  panel  production  capacity  is  warranted  for  25  years  exceeding  the 
term  of  bond  financing  by  at  least  five  years,  potentially  generating  even  greater  energy 
savings  when  the  annual  special  tax  assessment  is  extinguished. 

Summary 

Based  on  the  economic  analysis,  it  is  anticipated  the  Port  will  significantly  reduce  its 
energy  costs  by  agreeing  to  participate  in  the  Pier  1  Energy  Efficiency  and  Solar  Array 
project.  Neither  the  Lease  nor  the  Sublease  will  require  modification  for  the  project  to 
proceed,  and  therefore  no  Port  Commission  consent  or  Board  of  Supervisor  approval  is 
being  proposed.  The  Port  and  Tenant  will  enter  into  a  letter  agreement  conveying  the 
Port's  approval  of  the  project  and  requiring  the  Tenant  to  confirm  that  the  Port's  financial 
participation  is  limited  to  its  pro  rata  share  of  annual  special  tax  assessments  to  repay 
the  GreenFinance  SF  bond,  and  that  the  Port  will  not  have  any  cost  overrun  or  vacancy 
exposure. 

Staff  believes  the  Port  Commission  will  recognize  the  significant  public  benefits  the 
Energy  Project  provides  through  agreement  that  enables  the  Port  to  pro-actively  reduce 
its  energy  costs  and  carbon  emissions.  Additionally  the  Port  will  be  the  lead  City 
Agency  under  the  first  PACE  project  to  be  financed  by  the  City's  newly  created 
GreenFinanceSF  program  and  empirically  demonstrates  its  commitment  to  the  City's 
environmental  stewardship.  Finally  this  project  serves  as  an  innovative  public-private 
partnership  between  the  Port,  City,  State  and  the  Tenant  and  may  be  highly  informative 
for  other  Port  and  City  projects  in  the  future. 
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Recommendation 

Port  staff  recommends  approval  of  annexation  of  Pier  1  to  City  and  County  of  San 
Francisco  Special  Tax  District  No.  2009-1  and  approval  for  payment  by  the  Port 
Commission  of  its  pro  rata  share  of  special  taxes  as  subtenant  in  accordance  with  its 
Sublease  with  AMB  Pier  One  LLC. 


Prepared  by:  Jay  Edwards 

Senior  Property  Manager 

Prepared  for:  Susan  Reynolds 

Deputy  Director  Real  Estate 


Attachment  A:  Unanimous  Approval  Form 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  12-76 


WHEREAS,  Charter  Section  B3.581  empowers  the  Port  Commission  with  the  authority 
and  duty  to  use,  conduct,  operate,  maintain,  manage,  regulate  and  control 
the  lands  within  the  Port  jurisdiction;  and 

WHEREAS,  on  September  25,  2012,  the  Port  staff  informed  the  Port  Commission  of 
the  proposed  AMB  Pier  One  LLC  Energy  Efficiency  and  Solar  Array 
Project  (Energy  Project)  to  be  financed  by  bonds  issued  under  the  City's 
GreenFinanceSF  program  administered  by  the  Department  of  the 
Environment  and  assisted  with  tax  credits  provided  by  the  federal 
Qualified  Energy  Conservation  Bonds  program;  and 

WHEREAS,  Pier  1  tenant,  AMB  Pier  One  LLC  (Tenant),  has  requested  the  Port  to 

participate  in  the  Energy  Project  as  Owner  and  Subtenant  of  Pier  1 ,  which 
will  provide  benefits  to  the  Port  and  the  general  public  as  described  in  the 
staff  memorandum  accompanying  this  Resolution;  and 

WHEREAS,  the  Energy  Project  will  require  Port  approval  for  the  annexation  of  Pier  1  to 
City  and  County  of  San  Francisco  Special  Tax  District  No.  2009-1  (Special 
District),  which  will  allow  the  City  to  levy  Special  Taxes  against  the 
leasehold  interest  in  Pier  1  as  needed  to  pay  for  debt  service  on  the  bond 
financing  and  administrative  costs  of  the  Special  District;  and 

WHEREAS,  each  subtenant  of  Tenant  at  Pier  1 ,  including  the  Port,  will  be  required  to 
pay  its  pro-rata  share  of  the  assessments  of  the  Special  Tax;  and 

WHEREAS,  the  Port  and  AMB  will  enter  into  a  Letter  Agreement  approving  the  Energy 
Project  in  accordance  with  the  Pier  1  ground  lease  and  describing  the 
associated  sustainable  improvements  along  with  each  party's  respective 
responsibilities;  and 

WHEREAS,  the  City  and  U.S.  Bank  National  Association  will  enter  into  a  Fiscal  Agent 
Agreement  that  will  govern  the  GreenFinanceSF  bond  financing  for  the 
Energy  Project,  which  contains  a  provision  under  which  the  City  covenants 
to  inhibit  the  Port  from  terminating  its  ground  lease  with  Tenant  or  any 
successor  lease  except  by  entering  into  a  replacement  lease  and  to  use 
reasonable  efforts  to  obtain  attornments,  if  necessary,  from  the  subtenants 
of  the  leasehold  if  the  ground  lease  is  terminated,  and  Tenant  and  the  City 
have  requested  that  the  Port  Commission  consent  to  this  provision  of  the 
Fiscal  Agent  Agreement;  now,  therefore  be  it 


RESOLVED,  that  the  Port  Commission  authorizes  and  directs  the  Executive  Director  to 
execute  the  Unanimous  Approval  to  the  annexation  of  Pier  1  to  City  and 
County  of  San  Francisco  Special  Tax  District  No.  2009-1  (San  Francisco 
Sustainable  Financing)  (Special  Tax  District),  in  substantially  the  form  on 
file  with  the  Port  Commission  Secretary,  and  in  such  final  form  as  is 
approved  by  the  Executive  Director  in  consultation  with  the  City  Attorney, 
and  subsequently  to  cause  the  Port  to  pay  its  pro  rata  share  of  the  Special 
Taxes;  and  be  it  further 

RESOLVED,  that  the  Port  Commission  authorizes  the  Executive  Director  to  execute  on 
its  behalf  the  Consent  of  the  Port  Commission  to  the  provisions  of  the 
Fiscal  Agent  Agreement  for  the  GreenFinanceSF  bond  financing  related  to 
the  Port's  ground  lease  with  AMB  Pier  One  LLC  and  enter  into  any 
additions,  amendments  or  other  modifications  to  the  Consent  that  the 
Executive  Director,  in  consultation  with  the  City  Attorney,  determines  are 
in  the  best  interests  of  the  Port,  do  not  materially  decrease  the  benefits  or 
otherwise  materially  increase  the  obligations  or  liabilities  of  the  Port,  and 
are  necessary  or  advisable  to  complete  the  transactions  that  the  Fiscal 
Agent  Agreement  contemplates  and  effectuate  the  purpose  and  intent  of 
this  resolution,  such  determination  to  be  conclusively  evidenced  by  the 
execution  and  delivery  by  the  Executive  Director  of  such  additions, 
amendments  or  other  modifications  to  the  Fiscal  Agent  Agreement;  and  be 
it  further 

RESOLVED,  that  the  Port  Commission  authorizes  the  Executive  Director  and  any  other 
appropriate  officers,  agents  or  employees  of  the  Port  to  take  any  and  all 
steps  (including  the  execution  and  delivery  of  any  and  all  certificates, 
agreements,  notices,  consents,  escrow  instructions,  closing  documents 
and  other  instruments  or  documents)  as  they  or  any  of  them  deems 
necessary  or  appropriate,  in  consultation  with  the  City  Attorney,  in  order  to 
consummate  the  transactions  contemplated  by  the  Fiscal  Agent 
Agreement,  in  accordance  with  this  resolution,  or  to  otherwise  effectuate 
the  purpose  and  intent  of  this  resolution,  such  determination  to  be 
conclusively  evidenced  by  the  execution  and  delivery  by  any  such  person 
or  persons  of  any  such  documents;  and  be  it  further 

RESOLVED,  that  the  Port  Commission  approves,  confirms  and  ratifies  all  prior  actions 
taken  by  the  officials,  employees  and  agents  of  the  Port  Commission  with 
respect  to  the  Project,  the  Special  Tax  District,  the  Fiscal  Agent 
Agreement,  and  related  documents. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  October  9,  2012. 


Secretary 
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UNANIMOUS  APPROVAL 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SPECIAL  TAX  DISTRICT  NO.  2009-1 
(SAN  FRANCISCO  SUSTAINABLE  FINANCING) 

October  1,  2012 

Board  of  Supervisors 
City  and  County  of  San  Francisco 
1  Dr.  Carlton  B.  Goodlett  Place 
City  Hall 

San  Francisco,  CA  94102 

Members  of  the  Board  of  Supervisors: 

The  Board  of  Supervisors  of  the  City  and  County  of  San  Francisco  (the  "City")  has 
added  Chapter  43,  Article  X  to  the  San  Francisco  Administrative  Code  (the  "Code").  For  the 
purpose  of  financing  and  refinancing  the  acquisition,  installation  and  improvement  of  energy 
efficiency,  water  conservation  and  renewable  energy  improvements  to  or  on  real  property  and  in 
buildings,  whether  such  real  property  or  buildings  are  privately  or  publicly  owned,  the  City  has 
formed  the  "City  and  County  of  San  Francisco  Special  Tax  District  No.  2009-1  (San  Francisco 
Sustainable  Financing)"  (the  "Special  Tax  District"). 

The  City,  through  the  San  Francisco  Port  Commission  (the  "Property  Owner"),  is  the 
record  owner(s)  of  the  fee  title  to  the  real  property  identified  below  (the  "Property")  and  the 
Property  is  exempt  from  the  levy  of  a  special  tax  under  Section  53340  of  the  Mello-Roos 
Community  Facilities  Act  of  1982,  as  amended  (Sections  53311,  et.  seq.  of  the  California 
Government  Code)  (the  "Act").  The  Port  is  submitting  this  Unanimous  Approval  at  the  request 
of  the  owner  of  the  leasehold  interest  (the  "Lessee")  in  the  Property  ("Leasehold  Interest") 
established  by  that  certain  Lease,  dated  August  2,  1999,  as  amended,  between  the  City, 
through  the  San  Francisco  Port  Commission,  and  AMB  Pier  One  LLC.  Section  53340.1  of  the 
Act  permits  a  special  tax  to  be  levied  on  the  Leasehold  Interest. 

The  Property  Owner  hereby  states  and  certifies,  under  penalty  of  perjury,  as  follows: 

1.  Property  Owner.  This  Unanimous  Approval  is  submitted  by  the  Property  Owner.  The 
Property  Owner  possesses  all  legal  authority  necessary  to  execute  this  Unanimous  Approval. 

2.  Unanimous  Approval.  This  Unanimous  Approval  constitutes  the  approval  and  unanimous 
vote  of  the  Property  Owner  in  favor  of  the  following  matters  for  the  purposes  of  Sections 
43.10.17  and  43.10.18  of  the  Code  and  Article  XIIIA  of  the  California  Constitution: 

a.  Annexation:  The  annexation  of  the  Property  to  the  Special  Tax  District  for  the 
purpose  of  financing  the  acquisition,  installation  and  improvement  on  the  Property  of  the  energy 
efficiency,  water  conservation  and/or  renewable  energy  improvements  described  in  Appendix  1 
hereto  and  made  a  part  hereof  (the  "Improvements").  The  Property  shall  constitute  an 
improvement  area  to  be  known  as  "Improvement  Area  No.  1  of  the  City  and  County  of  San 


Francisco  Special  Tax  District  No.  2009-1  (San  Francisco  Sustainable  Financing)"  (the 
"Improvement  Area") . 


b.  Special  Tax:  The  levy  of  special  taxes  (the  "Special  Tax")  on  the  Leasehold 
Interest  to  finance  the  Improvements,  according  to  the  Rate  and  Method  of  Apportionment  of 
Special  Tax,  attached  as  Appendix  2  (the  "Rate  and  Method"). 

c.  Bonds  and  Appropriations  Limit:  The  issuance  of  bonded  indebtedness  for  the 
Improvement  Area  in  an  aggregate  principal  amount  not  to  exceed  $1,400,000  and  an 
appropriations  limit  for  the  Improvement  Area  of  $1 ,400,000. 

3.  Waivers,  Acknowledgment  and  Agreement. 

a.  Waivers.  The  Property  Owner  hereby  waives  its  right  to  repeal  the  Special  Tax 
by  initiative  or  any  other  action  and  any  necessity,  requirement  or  right  to  further  public  hearings 
or  election  with  respect  to  the  annexation  of  the  Property  to  the  Special  Tax  District,  designation 
of  the  Improvement  Area  or  the  levy  of  the  Special  Taxes  on  the  Leasehold  Interest. 

b.  Absolute  Obligation.  The  Property  Owner  hereby  agrees  that  the  Special  Tax  will 
not  be  subject  to  reduction,  offset  or  credit  of  any  kind  in  the  event  that  the  bonds  or  other 
financing  relationship  secured  thereby  are  refunded  or  for  any  other  reason. 

c.  Delinguencies.  The  Property  Owner  acknowledges  that  if  Special  Taxes  are  not 
paid  when  due,  the  City  has  the  right  to  have  the  delinquent  Special  Taxes  and  the  associated 
penalties  and  interest  stripped  off  the  secured  property  tax  roll  and  immediately  enforced 
through  a  judicial  foreclosure  action  that  could  result  in  a  sale  of  the  Leasehold  Interest  for  the 
payment  of  the  delinquent  installments,  associated  penalties  and  interest,  and  all  costs  of  suit, 
including  attorneys'  fees.  The  Property  Owner  acknowledges  that,  if  bonds  are  sold  to  finance 
the  Improvements  or  if  the  City  enters  into  any  other  financing  relationship  in  order  to  finance 
the  Improvements,  the  City  may  obligate  itself,  through  a  covenant  with  the  owners  of  the  bonds 
or  the  provider  of  any  other  financing  relationship,  to  exercise  its  foreclosure  rights  with  respect 
to  delinquent  Special  Taxes  under  specified  circumstances. 

4.  Recordation  of  Notice  of  Special  Tax  Lien.  The  Property  Owner  hereby  authorizes  and 
directs  the  Clerk  of  the  Board  of  Supervisors  to  execute  and  cause  to  be  recorded  in  the  office 
of  the  Recorder  of  the  City  and  County  of  San  Francisco  a  Notice  of  Special  Tax  Lien  as 
required  by  Section  43.10.17  of  the  Code,  which  shall  give  notice  that  a  lien  to  secure  payment 
of  a  special  tax  is  imposed  by  the  City  on  behalf  of  the  Special  Tax  District.  The  Notice  of 
Special  Tax  Lien  shall  include  the  Rate  and  Method  as  an  exhibit  thereto. 

5.  Notice.  To  the  extent  required  by  applicable  law,  the  Property  Owner  hereby  agrees  to 
provide  written  notice  to  any  subsequent  purchaser  of  the  Property  of  the  annexation  of  the 
Property  to  the  Special  Tax  District,  of  the  designation  of  the  Property  as  the  Improvement  Area 
and  of  the  authority  of  the  City  to  levy  the  Special  Taxes  on  the  Leasehold  Interest  pursuant  to 
the  Rate  and  Method  until  the  Special  Tax  obligation  is  prepaid,  permanently  satisfied,  and 
canceled  in  accordance  with  law,  or  until  the  Special  Tax  ceases  to  be  levied  and  a  notice  of 
cessation  of  the  Special  Tax  is  recorded  in  accordance  with  Section  53330.5  of  the  Act.  This 
Unanimous  Approval  establishes  agreements  and  obligations  that  are  for  the  benefit  of  the 
Property  and,  therefore,  the  agreements  and  obligations  run  with  the  land  pursuant  to  Civil  Code 
Section  1462. 
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6.  Right  to  Inspect  Property  and  Related  Documents.  The  Property  Owner  hereby  grants 
the  City,  its  agents  and  representatives  the  right  to  enter  the  Property  at  any  reasonable  time, 
upon  reasonable  notice,  to  inspect  the  Improvements.  The  Property  Owner  further  hereby 
grants  the  City,  its  agents  and  representatives  the  right  to  examine  and  copy  any  documentation 
relating  to  the  Improvements. 

7.  The  Property.  The  Property  subject  to  this  Unanimous  Approval  and  to  be  annexed  to 
the  Special  Tax  District  and  to  be  designated  the  Improvement  Area  consists  of  the  following: 


Property  Address: 

Pier  1,  San  Francisco,  California 

City  and  County  of 
San  Francisco 
Assessors 
Parcel(s) 
Number(s): 

9900  001 

The  foregoing  Unanimous  Approval  is  hereby  executed  this  day  of. 

20  in  ,  California. 


The  name  of  the  record  owner  of  the  Property  js: 

City  and  County  of  San  Francisco,  through  the  San  Francisco  Port  Commission  

The  following  are  authorized  to  sign  this  Unanimous  Approval  on  behalf  of  the  Property  Owner: 
Name:    Name:  


Its:   Its: 


Name:   Name: 

Its:    Its: 
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ACKNOWLEDGMENT 


State  of  California 
County  of  


On  before  me,  

(insert  name  and  title  of  the  officer) 

personally  appeared  

who  proved  to  me  on  the  basis  of  satisfactory  evidence  to  be  the  person(s)  whose  name(s) 
is/are  subscribed  to  the  within  instrument  and  acknowledged  to  me  that  he/she/they  executed 
the  same  in  his/her/their  authorized  capacity(ies),  and  that  by  his/her/their  signature(s)  on  the 
instrument  the  person(s),  or  the  entity  upon  behalf  of  which  the  person(s)  acted,  executed  the 
instrument. 

I  certify  under  PENALTY  OF  PERJURY  under  the  laws  of  the  State  of  California  that  the 
foregoing  paragraph  is  true  and  correct. 


WITNESS  my  hand  and  official  seal. 


Signature  (Seal) 
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ACKNOWLEDGMENT 


State  of  California 

County  of  ) 


On  before  me,  

(insert  name  and  title  of  the  officer) 

personally  appeared  

who  proved  to  me  on  the  basis  of  satisfactory  evidence  to  be  the  person(s)  whose  name(s) 
is/are  subscribed  to  the  within  instrument  and  acknowledged  to  me  that  he/she/they  executed 
the  same  in  his/her/their  authorized  capacity(ies),  and  that  by  his/her/their  signature(s)  on  the 
instrument  the  person(s),  or  the  entity  upon  behalf  of  which  the  person(s)  acted,  executed  the 
instrument. 

I  certify  under  PENALTY  OF  PERJURY  under  the  laws  of  the  State  of  California  that  the 
foregoing  paragraph  is  true  and  correct. 


WITNESS  my  hand  and  official  seal. 


Signature  (Seal) 
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APPENDIX  1 
IMPROVEMENT  AREA  NO.  1  OF  THE 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SPECIAL  TAX  DISTRICT  NO.  2009-1 
(SAN  FRANCISCO  SUSTAINABLE  FINANCING) 


DESCRIPTION  OF  IMPROVEMENTS 

An  energy  efficiency  and  renewable  energy  project,  including  lighting  improvements; 
retrocommissioning  of  heating/cooling  system;  and  construction  of  an  onsite  200  kW 
photovoltaic  electrical  system. 


A1 


APPENDIX  2 
IMPROVEMENT  AREA  NO.  1  OF  THE 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SPECIAL  TAX  DISTRICT  NO.  2009-1 
(SAN  FRANCISCO  SUSTAINABLE  FINANCING) 

RATE  AND  METHOD  OF  APPORTIONMENT  OF  SPECIAL  TAX 
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"PORT- 


SAN  FRANCISCO 


MEMORANDUM 


October  4,  2012 


TO: 


MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM: 


Monique  Moyer  X/' 
Executive  Director 


SUBJECT:   Informational  presentation  on  Port-BCDC  Planning  Studies  associated 
with  approval  of  the  Pier  27  James  R.  Herman  Cruise  Terminal  and 
Northeast  Wharf  Plaza  Projects 

DIRECTOR'S  RECOMMENDATION:  Informational  Item  Only  -  No  Action  Required 
Executive  Summary 

As  part  of  securing  approvals  from  the  San  Francisco  Bay  Conservation  and 
Development  Commission  (BCDC)  for  the  Pier  27  James  R.  Herman  Cruise  Terminal 
and  Northeast  Wharf  Plaza  Project,  the  Port  is  required  to  carry  out  specified  Planning 
Studies  to  address  the  following  issues: 

1 )  Identify  the  location  and  design  of  an  open  water  basin  and  public  plaza  in 
Fisherman's  Wharf,  and  associated  financing  and  implementation  plan; 

2)  Identify  the  location  for  an  open  water  basin  in  the  Northeastern  Waterfront 
geographic  area  from  Pier  35  to  China  Basin,  and  associated  financing  and 
implementation  plan; 

3)  Identify  strategies  for  ensuring  that  the  contributing  resources  to  the 
Embarcadero  Waterfront  Historic  District  are  either  rehabilitated  or  removed 
within  a  certain  number  of  years  of  being  closed  to  occupancy;  and 

4)  Address  the  relationship  between  maritime  use  and  public  access  and  other 
issues  that  are  raised  during  the  planning  process. 
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Port  and  BCDC  staff  have  been  working  together  to  develop  a  work  plan  and  process  to 
carry  out  these  Planning  Studies,  and  intend  to  convene  a  working  group  of  waterfront 
stakeholders  (Working  Group)  to  ensure  that  the  staff  work  and  analysis  addresses  the 
perspectives  and  public  concerns  associated  with  the  Planning  Study  issues.  Working 
Group  sessions  may  also  require  the  use  of  a  meeting  facilitator  selected  by  BCDC  and 
Port  Staff.  The  discussions  and  information  produced  to  address  Planning  Study  issues 
touch  on  larger  policy  questions  that  affect  the  waterfront  comprehensively.  It  may  yield 
new  insights  and  an  advanced  understanding  of  the  requirements  for  waterfront 
development  that  inform  amendments  or  updates  to  the  Port's  Waterfront  Land  Use 
Plan  and  BCDC's  San  Francisco  Waterfront  Special  Area  Plan  (SAP). 

The  proposed  schedule  for  this  work  is  as  follows: 

•  October-November  201 2:  Convene  Working  Group 

•  December  201 2-December  201 3:  Bi-monthly  orientation  and  Working  Group 
meetings,  and  subcommittee  meetings  on  focused  topics  to  address:  (1) 
waterfront  public  spaces,  bay  views  and  recreation;  (2)  financing  strategies  for 
public  improvements  and  historic  resource  preservation,  (3)  historic  resources 
and  the  Embarcadero  Historic  District,  (4)  transportation  and  parking,  (5) 
Fisherman's  Wharf  public  plaza  and  open  water  basin  opportunities,  (6) 
opportunities  for  an  open  water  basin  at  Piers  29-33  or  other  site  between  Piers 
35  and  China  Basin,  (7)  maritime  berthing  needs,  and  (8)  current  and  future  Port 
projects  and  development  plans 

•  January  -December  201 3:  Port  and  BCDC  staff  outreach  with  other  community 
organizations  and  interested  citizens,  public  workshops  to  gather  public  input, 
and  regular  updates  to  the  San  Francisco  Port  Commission  and  BCDC 
Commission 

•  December  201 3/early  201 4:  Staff  report  to  the  Port  and  BCDC  Commissions  on 
Planning  Study  outcomes,  conclusions  and  recommendations 

Background  and  Overview 

On  March  1 ,  2012,  BCDC  approved  amendments  to  the  SAP,  followed  by  an  approval 
on  March  22,  2012  of  a  Major  Permit,  allowing  the  relocation  of  the  City  and  County  of 
San  Francisco's  primary  cruise  ship  terminal  to  Pier  27,  development  of  the  Northeast 
Wharf  public  plaza,  and  the  possible  retention  of  the  entire  Pier  23  shed.  The  SAP 
amendment  request  by  the  Port  was  described  in  a  February  23,  2012  memorandum, 
presented  at  the  February  28,  2012  Port  Commission  meeting,  which  is  incorporated  by 
reference.  In  summary,  the  amendments  were  requested  to  address  the  following 
issues  affecting  BCDC  public  benefits  associated  with  the  Pier  27  use  and  design 
program:  1)  conflicts  with  prior  requirements  for  the  Northeast  Open  Water  Basin;  2) 
reduced  public  access  and  Bay  views  on  and  around  Pier  27;  and  3)  changes  to  the 
Northeast  Wharf  public  plaza  design  requirements. 


In  order  to  replace  these  public  benefits,  the  SAP  amendments  required  that  public 
access  and  shed  removal  be  sited  on  nearby  piers,  and  that  the  Port  and  BCDC  initiate 
Planning  Studies  to:  1)  identify  a  new  open  water  basin;  2)  identify  new  locations  for 
public  spaces;  and  3)  conduct  an  evaluation  of  the  Port's  historic  resources  and  its 
approach  for  preserving  the  Embarcadero  Historic  District.  Port  and  BCDC  staff  are 
working  together  to  develop  the  tasks  and  processes  for  these  Planning  Studies,  taking 
into  account  concerns  and  insights  from  community  stakeholders  that  were  collected 
through  a  stakeholder  interview  process  sponsored  by  the  Port  and  BCDC  in  2010- 
201 1 .  The  interview  process  and  summary  of  results  were  presented  in  a  May  19,  201 1 
memorandum,  presented  at  the  May  24,  201 1  Port  Commission  meeting  and  are 
incorporated  by  reference.  Among  the  comments  received,  many  stakeholders 
expressed  the  need  for  changes  to  be  comprehensively  planned,  rather  than  reviewed 
on  a  project-by-project  approach.  In  response  to  these  concerns,  the  work  to  complete 
the  required  Planning  Studies  will  be  carried  out  in  a  waterfront-wide  context.  The 
results  of  this  effort  thus  may  not  only  satisfy  the  Planning  Study  requirements,  but  also 
yield  new  insights  and  an  advanced  understanding  of  the  requirements  for  waterfront 
development  that  inform  amendments  or  updates  to  the  Port's  Waterfront  Land  Use 
Plan  and  BCDC  SAP. 

In  light  of  the  previous  interviews,  and  given  the  prescribed  focus  of  the  required 
Planning  Studies,  BCDC  and  Port  staff  recognize  there  are  different  views  on  the 
issues.  To  ensure  that  both  agencies  are  informed  of  the  different  perspectives, 
choices  and  tradeoffs,  staff  intends  to  convene  the  Working  Group  as  part  of  the  public 
process  to  support  staff  analysis  and  recommendations.  Staff  would  meet  with  the 
Working  Group  to  discuss  and  exchange  input  on  the  Planning  Study  issues,  which  may 
require  the  assistance  of  a  meeting  facilitator.  Port  and  BCDC  staff  also  anticipate 
meeting  with  other  community  organizations  to  gather  input  on  the  Planning  Studies, 
and  public  workshops  to  solicit  public  comments.  Port  and  BCDC  staff  will  keep  the 
Port  and  BCDC  Commissions  apprised  through  quarterly  updates  during  this  planning 
process. 

Planning  Process  Details 

The  SAP  amendments  require  the  following: 

1)  Identify  the  location  and  design  of  an  open  water  basin  and  public  plaza  around 
Pier  43  in  Fisherman's  Wharf  and  develop  a  strategy  for  financing  and 
implementation  of  both  the  open  water  basin  and  the  public  plaza  by  2015; 

2)  Identify  the  location  for  an  open  water  basin  in  the  Northeastern  Waterfront 
geographic  area  from  Pier  35  to  China  Basin,  focusing  on  an  area  between  Pier 
29  and  Pier  33  and  a  plan  for  Phase  2  of  the  pier  end  open  space  located  at  the 
end  of  Piers  27-29.  Develop  a  financing  and  implementation  plan  for  the  open 
water  basin  and  pier  end  open  space  by  2015; 

3)  Identify  strategies  for  ensuring  that  the  contributing  resources  to  the 
Embarcadero  Waterfront  Historic  District  are  either  rehabilitated  or  removed 
within  a  certain  number  of  years  of  being  closed  to  occupancy;  and 
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4)  Address  the  relationship  between  maritime  use  and  public  access  and  other 
issues  that  are  raised  during  the  planning  process. 

In  developing  the  work  plan,  it  became  clear  that  there  was  a  need  for  a  process  that 
considered  all  of  these  issues  comprehensively,  but  allowed  for  more  detailed  analysis 
based  on  geographic  location  or  to  address  a  specific  issue.  Staff  plans  on  first 
examining  comprehensive  issues  with  the  Working  Group  and  work  on  specific  issues  in 
subcommittees.  This  includes  the  option  of  bringing  in  a  meeting  facilitator  to  assist  the 
review  and  discussion  of  issues,  as  needed.  The  following  is  an  overview  of  the  work 
tasks: 

1)  Convene  the  Working  Group,  including  representatives  from  the  following:  San 
Francisco  Architectural  Heritage;  Telegraph  Hill  Dwellers;  Save  the  Bay;  San 
Francisco  Tomorrow;  geographic  areas  including  the  Northeast  Waterfront,  Ferry 
Building,  South  Beach,  Fisherman's  Wharf;  and  waterfront  interests  focused  on 
public  realm;  San  Francisco  city-wide  issues;  walking  and  biking,  maritime 
industry,  labor,  water  recreation,  and  economic  development.  Port  and  BCDC 
staff  also  will  invite  legislative  aides  representing  Board  of  Supervisors  David 
Chui  and  Jane  Kim. 

2)  Create  Working  Group  subcommittees  to  work  on  specific  geographic  or  subject 
matter  issues,  as  needed.  Examples  include:  a  subcommittee  to  assist  in  the 
planning  for  the  Fisherman's  Wharf  open  water  basin  and  public  plaza  and/or  a 
subcommittee  to  assist  in  developing  strategies  for  stewardship  of  the 
Embarcadero  Historic  Resource  District. 

The  current  timeline  for  the  project  in  2013  is: 

•  October-November  201 2:  Convene  Working  Group 

•  December  201 2  or  January  201 3:  First  Working  Group  meeting  to  present 
background  and  overview  material,  including  the  objective  of  the  planning 
process  and  needed  outcomes.  The  background  material  will  include  an  analysis 
of  the  pier  and  shed  condition  and  elevation.  Additionally,  the  costs  and 
opportunities  for  various  strategies,  including  rehabilitation  and  re-use  or  removal 
of  all  or  a  portion  of  the  piers  and  sheds  will  be  presented.  Define  meeting 
schedule  and  subject  matter  for  each  meeting.  Begin  to  identify  subcommittee 
needs. 

•  February  201 3-December  201 3:  Bi-monthly  meetings  of  Working  Group  and 
subcommittee  meetings  on  focus  topics.  Topics  and  issues  addressed  at  these 
meetings  will  include:  (1)  waterfront  public  spaces,  bay  views  and  recreation 
(including  public  access,  open  water  basins,  shed  removal,  public  plazas,  water- 
oriented  recreation)  (this  topic  will  require  two  meetings),  (2)  financing  strategies 
for  public  improvements  and  historic  resource  preservation,  (3)  historic  resources 
and  the  Embarcadero  Historic  District,  (4)  transportation  and  parking,  (5) 
Fisherman's  Wharf  public  plaza  and  open  water  basin  opportunities,  (6) 
opportunities  for  an  open  water  basin  at  Piers  29-33  or  other  site  between  Piers 
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35  and  China  Basin,  (7)  maritime  berthing  needs,  and  (8)  current  and  future  Port 
projects  and  development  plans. 

•   January  201 3-December  201 3:  Port  and  BCDC  staff  outreach  with  other 
community  organizations  and  interested  citizens,  public  workshops  to  gather 
public  comment  and  input,  and  regular  updates  to  the  San  Francisco  Port 
Commission  and  BCDC  Commission. 

This  public  briefing  is  being  provided  by  staff  to  both  the  BCDC  Commission  (at  its 
October  4,  2012  meeting)  as  well  as  the  Port  Commission. 

Staff  aims  to  complete  the  bulk  of  the  process  by  the  end  of  2013,  with  a  report  to  the 
Port  and  BCDC  Commissions  on  outcomes,  conclusions  and  recommendations  at  the 
end  of  2013/early  2014. 


Prepared  by:  Diane  Oshima,  Asst.  Deputy  Director 
Planning  &  Development 


Prepared  for:  Byron  Rhett,  Deputy  Director 
Planning  &  Development 


PORT<-_ 

SAN  FRANCISCO 


MEMORANDUM 


October  4,  2012 


TO: 


FROM: 


SUBJECT: 


MEMBERS,  PORT  COMMISSION 
Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Hon.  Leslie  Katz 
Hon.  Willie  Adams 

Monique  Moyer     jMJ/I  QjDA^ 
Executive  Director^'  1  7^ 


Request  approval  of  the  First  Amendment  to  the  Exclusive  Negotiation 
Agreement  between  the  Port  of  San  Francisco  and  Seawall  Lot  337 
Associates,  LLC  for  the  lease  and  development  of  Seawall  Lot  337  and 
Pier  48  bounded  by  China  Basin  Channel,  Third  Street,  Mission  Rock 
Street,  and  San  Francisco  Bay  and  adjacent  to  AT&T  Park 


DIRECTOR'S  RECOMMENDATION:     Approve  Attached  Resolution 


EXECUTIVE  SUMMARY 

On  September  15,  2010  the  Port  of  San  Francisco  ("Port")  entered  into  an  Exclusive 
Negotiation  Agreement  ("ENA")  for  the  mixed  use  development  of  Seawall  Lot  (SWL) 
337  and  the  adjacent  Pier  48,  both  located  across  from  AT&T  Park  as  shown  on  the 
attached  Appendix  A.  The  ENA  is  between  the  Port  and  Seawall  Lot  337  Associates, 
LLC  ("Developer")  which  is  comprised  of  Giants  Development  Services,  LLC 
(associated  with  the  San  Francisco  Giants)  and  TCC  Lot  337  Investors,  LLC 
(associated  with  The  Cordish  Company)  as  members.  On  March  15,  2012,  Developer 
submitted  a  Revised  Proposal  for  the  site  representing  an  important  step  towards 
earnest  land  use  and  financing  discussions.  On  May  8,  2012,  Developer  provided  an 
update  to  the  Port  Commission  on  efforts  made  towards  viable  land  use  and  financing 
programs  that  will  lead  to  a  project  term  sheet  later  this  year. 

Over  the  past  several  months,  Port,  the  City's  Office  of  Economic  and  Workforce 
Development  ("OEWD")  and  Developer  have  been  working  intensely  with  the 
community  and  other  City  Agencies  to  advance  creative  land  use  and  financing  tools. 
The  complex  nature  of  these  discussions,  their  related  extensive  level  of  due  diligence 
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and  lengthy  dialogue  and  coordination  with  staff  from  other  City  agencies  has  required  a 
significant  amount  of  time  not  foreseen  when  the  ENA  Performance  Benchmarks  were 
first  structured.  As  a  result,  today  the  Port  Commission  is  being  asked  to  consider  a  six 
month  ENA  extension  to  the  Phase  1  Performance  Benchmarks  as  shown  in  track- 
changes  on  Appendix  B. 


BACKGROUND 


In  October  2007,  the  San  Francisco  Port  Commission  initiated  a  two-phase  developer 
solicitation  process  for  SWL  337,  a  16  acre  Port  waterfront  site  located  along  the  south 
side  of  China  Basin  Channel,  generally  bounded  by  Third  and  Mission  Rock  Streets, 
and  Terry  Francois  Boulevard;  and  Pier  48,  a  212,500  square  foot  warehouse  complex 
adjacent  to  SWL  337.  Currently  SWL  337  is  used  as  a  surface  parking  lot  under  lease 
to  a  San  Francisco  Giants  affiliate.  Pier  48  uses  include,  among  other  things,  ballpark 
overflow  parking  in  the  northern  shed  and  storage  for  the  Department  of  Elections  in  the 
southern  shed.  All  of  these  current  uses  are  on  short  term  leases  in  anticipation  of 
termination  to  allow  for  development. 

On  May  12,  2009,  the  Port  Commission  awarded  the  SWL  337  development  opportunity 
to  Developer  and  authorized  exclusive  negotiations  for  a  mixed  used  development 
project  at  SWL  337  and  Pier  48.  Port  and  the  Developer  negotiated  an  Exclusive 
Negotiation  Agreement  ("ENA")  which  outlines  a  2  phase  approach.  Phase  1  allocates 
24-30  months  for  the  parties  to  reach  agreement  on  a  project  plan  and  financial  terms 
culminating  in  recommendation  for  a  term  sheet  approval  by  the  Port  Commission  and 
endorsement  by  the  Board  of  Supervisors.  Phase  2  allocates  3  years  to  complete  the 
entitlement  and  permitting  process  for  the  project. 


REVISED  PROPOSAL 


Pursuant  to  the  ENA,  on  March  15,  2012,  Developer  submitted  a  Revised  Proposal 
describing  a  mixed-use  program  that  balances  residential,  office,  retail,  exhibition  and 
parking  uses  distributed  over  a  network  of  fine-grained  city  blocks.  The  combination  of 
uses  will  evolve  as  this  project  moves  forward  to  meet  market  demands  and  reflect 
community  and  regulatory  concerns. 


Residential: 

Office: 

Retail: 

Exhibits/Events: 
Open  Space: 
Parking: 


650  to  1000  apartments  and  townhouse-style  units 

1 ,300,000  to  1 ,700,000  gross  square  feet,  traditional  and/or  biotech 

125,000  square  feet 

Up  to  1 80,000  square  feet  at  Pier  48 

7  acres  of  public  open  space 

2,690  off-street  spaces 


The  land  use  program  described  in  the  Revised  Proposal  requires  approximately  $66 
million  in  Developer  equity  to  finance  needed  entitlement  and  infrastructure  costs.  Port 
and  OEWD  staff  have  determined  that  market  rates  of  return  for  this  level  of  private 
equity  are  a  significant  impact  on  the  project's  ability  to  generate  maximum  value  from 
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the  Port's  asset.  Reducing  the  amount  of  Developer  equity  has  a  direct  correlation  to 
the  project's  ability  to  generate  value  for  the  Port  and  City  and  staff  is  exploring 
numerous  alternative  financing  methods  that  reduce  Developer  equity,  each  with 
advantages  and  disadvantages  to  the  project.  Whether  used  individually,  jointly  or  in 
some  combination,  these  tools  could  lead  to  reductions  in  Developer  equity  and  a 
corresponding  increase  to  Port's  land  value.  Staff  will  continue  ongoing  due  diligence 
needed  to  hone  these  tools  and  gauge  their  specific  financial  impact  before  including 
them  in  the  formal  Term  Sheet. 

ENA  EXTENSION 

On  September  15,  2012  Developer  exercised  its  right  to  extend  Phase  1  of  the  ENA  an 
additional  six  months  and  submitted  the  required  $50,000  extension  fee.  However, 
noting  that  the  detailed  review  of  complex  financing  tools  has  subsumed  large  amounts 
of  the  Phase  1  ENA  schedule  in  unanticipated  ways,  Developer  has  requested  an  ENA 
amendment  extending  Phase  1  from  September  15,  2012  to  March  15,  2013.  This 
extension  would  provide  needed  additional  time  to  reach  agreement  on  the  efficient  use 
of  the  promising  finance  tools  now  being  investigated,  incorporate  these  tools  into  the 
project  term  sheet,  and  obtain  both  Port  Commission  approval  and  Board  of  Supervisor 
endorsement  of  said  term  sheet.  By  extending  Phase  1 ,  the  ENA  amendment  would 
not  affect  Developer's  existing  right  to  request  a  six  month  extension  to  complete  the 
Phase  1  benchmarks,  the  $50,000  having  been  paid  in  advance  as  mentioned  above. 

ENA  TRANSFER  BETWEEN  AFFILIATES 

In  the  ENA,  the  Developer,  Seawall  Lot  337  Associates,  LLC,  is  represented  equally  by 
TCC  Lot  337  Investors,  LLC  and  Giants  Development  Services,  LLC.  The  formation 
document  between  these  entities  acknowledges  that  TCC  Lot  337  Investors,  LLC  shall 
withdraw  from  Seawall  Lot  337  Associates,  LLC  and  assign  its  membership  rights  to 
Giants  Development  Services,  LLC,  if  a  term  sheet  has  not  been  agreed  upon  by 
September  15,  2012,  or  such  later  date  that  these  parties  mutually  agree  upon.  Port 
and  OEWD  staff  have  been  informed  by  Giants  Development  Services,  LLC  that  they 
are  in  discussion  with  TCC  Lot  Investors,  LLC  concerning  their  future  role  in  the 
development  project.  Should  TCC  Lot  Investors,  LLC  ultimately  withdraw,  Giants 
Development  Services,  LLC  would  become  the  sole  remaining  member  of  Seawall  Lot 
337  Associates,  LLC.  In  this  instance,  Port  staff  believes  Developer's  team  of  seasoned 
development  professionals  is  capable  of  successfully  shepherding  the  project  through 
Phase  1  of  the  ENA  and  gaining  approval  of  the  project  term  sheet.  However,  prior  to 
initiating  the  vastly  more  costly  and  complex  work  associated  with  entitling  the  project 
and  building  early  infrastructure,  staff  suggests  an  additional  Performance  Benchmark 
requiring  Developer  confirm  its  financial  capacity  for  these  tasks  and/or  requiring 
Developer  bring  forward  additional  new  member(s)  to  the  LLC  that  together  show 
financial  capacity  to  entitle  the  project  and  build  early  infrastructure. 


RECOMMENDATION 


Staff  recommends  the  Port  Commission  grant  a  six  month  extension  to  the  ENA  and  the 
ENA  Phase  1  Performance  Benchmarks.  Further,  should  the  current  members  of 
Seawall  Lot  337  Associates,  LLC  change  as  contemplated  above,  staff  recommends 
adding  a  Performance  Benchmark  to  confirm  Developer's  financial  capacity  to  entitle 
the  project  and  build  the  early  infrastructure  needed  to  support  project  feasibility. 

NEXT  STEPS 

The  Port,  OEWD  and  Developer  have  made  real,  measurable  progress  towards  a  term 
sheet  and  have  been  working  intensely  with  the  community  and  other  City  Agencies  to 
advance  creative  land  use  and  financing  tools.  A  community  workshop  on  Saturday, 
October  27,  201 2  from  9:30  AM  to  1 2:00  PM  at  AT&T  Park  will  further  the  community 
discussion  regarding  land  use.  Numerous  meetings  scheduled  over  the  next  several 
weeks  with  the  Developer  and  other  City  agencies  will  produce  viable  methods  of 
project  financing.  Together,  focused  input  on  project  land  use  and  financing  will  result 
in  a  term  sheet  for  Port  Commission  consideration  later  this  year. 


Prepared  by:  Phil  Williamson,  Project  Manager 

Jonathan  Stern,  Assistant  Deputy  Director 
Waterfront  Development 

For:  Byron  Rhett,  Deputy  Director 

Planning  &  Development 


Appendix  A  -  The  Site 

Appendix  B  -  ENA  Performance  Benchmarks 


APPENDIX  B 


Term 

Phase  1 :  24  30  months  w/  one  6  month  extension 
Phase  2:  36  months  w/  two  6  month  extensions 

Performance 
Benchmarks 

Phase  1  Benchmarks: 

1 .  Agree  on  Phase  1  Transaction  Costs  Budget  (Completed  6/7/1 0) 

2.  Submit  Public  Relations  Program  (Completed  12/14/10) 

3.  Submit  Developer  Formation  Documents  (Completed  2/21/1 1) 

4.  Submit  Revised  Proposal  Concept  (Completed  3/1 5/11) 

5.  Submit  Revised  Proposal  (Completed  3/15/12) 

6.  Submit  Community  Outreach  Program  (Completed  4/13/12) 

7.  Submit  Public  Trust  Consistency  Proposal  (Due  6/1 5/1 2) 

8.  Submit  Regulatory  Approval  Plan  (Due  6/15/12) 

9.  Submit  Term  Sheet  (Due  6/1 5/1 2) 

10.  At  Port's  request,  confirm  Financial  Capacity  of  LLC 

1 1  .Obtain  Port  Commission  Endorsement  of  Revised  Proposal  and 
Term  Sheet  (Due  9/15/12  March  15.  2013) 

12.  Submit  Draft  Report  to  Obtain  Fiscal  Feasibility  Endorsement  from 
Board  (Due  9/15/12  March  15.  2013) 

13.  Obtain  Board  Endorsement  of  Term  Sheet,  Finding  of  Fiscal 
Feasibility  (Due  9/15/12  March  15.  2013) 

Phase  2  Benchmarks: 

14.  Agree  on  Phase  2  Transaction  Costs  Budget 

15.  Submit  EIR  Initial  Study  Application 

16.  Publication  of  EIR  Initial  Study 

17.  Publication  of  Draft  EIR 

18.  Planning  Commission  Certification  of  Final  EIR 

19.  Planning  Commission  Approval  of  Required  Rezoning 

20.  Reach  Agreement  on  Transaction  Documents 
21  .Obtain  Public  Trust  Consistency  Determination 

22.  Obtain  Port  Commission  Approvals 

23.  Obtain  Board  Approval  of  Lease 

24.  Obtain  Regulatory  Approvals 

25.  Complete  Due  Diligence  Investigation 

Incurable 
Defaults 

The  following  events  will  cause  termination  of  the  ENA  without  an 
opportunity  to  cure: 

•  Failure  to  agree  on  terms  and  conditions  of  the  Term  Sheet  within  the 
time  allowed 

•  Failure  to  obtain  Port  or  Board  endorsement  resolution  within  the  time 
allowed 

•  Failure  to  execute  the  LDDA  within  the  time  allowed 

•  Developer  voluntarily  withdraws  or  abandons  the  project 

•  Developer  assigns  the  ENA  without  Port  consent 

•  Developer  initiates  ballot  measure  or  is  in  violation  of  the  campaign 
contributions  law 

PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  12-77 


WHEREAS,  Charter  Section  B3.581  empowers  the  Port  Commission  with  the  authority 
and  duty  to  use,  conduct,  operate,  maintain,  manage,  regulate  and  control 
the  lands  within  Port  jurisdiction;  and 

WHEREAS,  The  Port  owns  approximately  16  acres  at  Seawall  Lot  337  (SWL  337)  and 
Pier  48,  bounded  generally  by  China  Basin,  the  San  Francisco  Bay, 
Mission  Rock  Street  and  Third  Street,  including  China  Basin  Park  and  a 
portion  of  the  existing  Terry  Francois,  Jr.  Blvd.,  which  together  provide 
short-term  parking,  special  events  and  ingress  and  egress  serving  visitors 
to  the  waterfront;  and 


WHEREAS,  The  Port  Commission  and  community  have  invested  significant  efforts  to 
plan  for  the  development  of  SWL  337,  which  included  an  RFQ/RFP 
process  to  select  a  qualified  development  partner;  the  Port  Commission 
previously  awarded  to  Seawall  Lot  337  Associates,  LLC  (Developer)  the 
opportunity  to  negotiate  for  the  development  of  SWL  337  and  Pier  48  as  a 
mixed-use  development  project,  and  authorized  Port  staff  to  proceed  with 
exclusive  negotiations  with  Developer  for  a  complete  master  plan  proposal 
for  the  site,  and  directed  staff  to  negotiate  an  Exclusive  Negotiation 
Agreement  (ENA)  that  includes  performance  benchmarks  consistent  with 
the  Financial  and  Negotiating  Principles,  subject  to  the  further  approval  of 
the  Port  Commission  all  as  set  forth  in  Resolution  Nos.  08-25,  08-26  and 
09-26,  which  are  incorporated  by  this  reference;  and 


WHEREAS,  By  Resolution  No.  10-32,  the  Port  Commission  authorized  the  Executive 
Director  or  her  designee  to  execute  the  ENA  and  any  additions, 
amendments  or  other  modifications  thereto  that  are  necessary  and 
advisable  to  complete  the  ENA  consistent  with  the  terms  and  conditions 
set  forth  in  the  Staff  Memorandum  and  in  a  form  approved  by  the  City 
Attorney;  and 


WHEREAS,  Port  staff,  the  City's  Office  of  Economic  and  Workforce  Development 

(OEWD)  and  Developer  have  been  working  intensely  with  the  community 
and  other  City  Agencies  to  advance  land  use  and  financing  tools;  and 


WHEREAS,  The  complex  nature  of  the  financing  tools  has  required  extensive  due 

diligence  and  lengthy  dialogue  and  coordination  with  staff  from  other  City 
agencies  and  has  required  a  significant  amount  of  time  not  foreseen  when 
the  ENA  Performance  Benchmarks  were  first  structured;  and 


WHEREAS,  Developer  has  requested  an  ENA  amendment  extending  Phase  1  from 

September  15,  2012  to  March  15,  2013  to  provide  additional  time  to  reach 


agreement  on  the  proper,  efficient  use  of  the  promising  finance  tools  and 
incorporate  these  tools  into  the  project  term  sheet;  and 


By  extending  Phase  1 ,  the  amendment  would  not  affect  Developer's  right 
under  the  ENA  to  request  a  six  month  extension  to  complete  the  Phase  1 
benchmarks;  and 

Developer  is  represented  in  the  ENA  by  TCC  Lot  337  Investors,  LLC  and 
Giants  Development  Services,  LLC  and  the  formation  document  between 
these  entities  acknowledges  that  TCC  Lot  337  Investors,  LLC  shall 
withdraw  from  Seawall  Lot  337  Associates,  LLC  and  assign  its 
membership  rights  to  Giants  Development  Services,  LLC,  if  a  term  sheet 
has  not  been  agreed  upon  by  September  15,  2012,  or  such  later  date  that 
these  parties  mutually  agree  upon;  and 

TCC  Lot  337  Investors,  LLC  and  Giants  Development  Services,  LLC  are  in 
discussions  regarding  the  future  constituency  of  Seawall  Lot  337 
Associates,  LLC;  and 

Should  TCC  Lot  337  Investors,  LLC  withdraw  from  Seawall  Lot  337 
Associates,  LLC,  Giants  Development  Services,  LLC  would  become  the 
sole  remaining  member  of  Seawall  Lot  337  Associates,  LLC,  Port  staff 
believes  Developer's  remaining  team  of  seasoned  development 
professionals  is  capable  of  successfully  shepherding  the  project  through 
Phase  1  of  the  ENA  and  gaining  approval  of  the  project  term  sheet;  and 

Prior  to  initiating  the  vastly  more  costly  and  complex  work  associated  with 
entitling  the  project  and  building  early  infrastructure,  the  ENA,  at  Port's 
sole  discretion,  shall  include  an  additional  Performance  Benchmark 
requiring  Developer  to  confirm  its  financial  capacity  to  entitle  the  project 
and  build  early  infrastructure;  now,  therefore  be  it 

RESOLVED,  That  the  Port  Commission  authorizes  amending  the  ENA  to  extend  Phase 
1  from  September  15,  2012  to  March  15,  2013  to  provide  additional  time 
to  reach  agreement  and  incorporate  financing  tools  into  the  project  term 
sheet;  and  be  it  further 

RESOLVED,  That  the  ENA,  at  Port's  sole  discretion,  shall  include  an  additional 
Performance  Benchmark  requiring  Developer  to  confirm  its  financial 
capacity  to  entitle  the  project  and  build  early  infrastructure  as  further 
described  in  the  staff  report  attached  to  this  resolution;  and  be  it  further 

RESOLVED,  That  the  Port  Commission  reserves  the  right,  if  exclusive  negotiations  with 
Developer  are  unsuccessful  and  do  not  lead  to  approval  of  a  development 
agreement,  leases  and  related  documents,  to  undertake  other  efforts  such 
as  issuing  a  new  request  for  proposals,  at  the  Port  Commission's  sole 
discretion;  and  be  it  further 


WHEREAS, 


WHEREAS, 


WHEREAS, 


WHEREAS, 


WHEREAS, 


RESOLVED,  That  the  approval  of  the  ENA  does  not  commit  the  Port  Commission  to 
approval  of  final  leases,  a  lease  disposition  and  development  agreement, 
or  related  documents,  and  that  the  Port  Commission  will  not  take  any 
discretionary  actions  committing  it  to  the  project  until  it  has  reviewed  and 
considered  environmental  documentation  prepared  in  compliance  with  the 
California  Environmental  Quality  Act  (CEQA). 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  October  9, 2012. 


Secretary 


"PORT- 


SAN  FRANCISCO 


MEMORANDUM 


October  4,  2012 


TO: 


MEMBERS,  PORT  COMMISSION 
Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM:        Monique  Moyer  ,\S.A\&/< 
Executive  Director  Is 

SUBJECT:   Request  approval  of  term  sheet  for  Pier  70  20th  Street  Historic  Buildings 
development  opportunity  with  Orton  Development  Inc.  ("ODI") 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  


EXECUTIVE  SUMMARY 

Port  Staff  seeks  approval  of  a  term  sheet  for  the  lease  and  rehabilitation  of  the  20th 
Street  Historic  Buildings  at  Pier  70.  The  Term  Sheet  presents  a  conceptual  agreement 
by  the  parties  of  the  terms  of  a  transaction  to  achieve  the  objectives  specified  in  the 
Port's  October  4,  201 1  Request  for  Proposals  ("RFP")1. 

On  December  2,  201 1 ,  ODI  submitted  a  proposal  to  create  a  "New  American 
Workplace"  through  thoughtful  rehabilitation  of  these  historic  office  and  industrial 
buildings.  ODI  proposed  a  participation  structure  for  the  transaction  economics:  ODI 
would  provide  the  capital,  design,  redevelop,  and  operate  the  project.  The  Port  would 
share  in  proceeds  from  the  project  after  ODI  had  recovered  its  equity  investment.  On 
February  28,  2012,  the  Port  Commission  awarded  ODI  an  exclusive  negotiating  right  for 
the  20th  Street  Historic  Buildings. 

After  negotiations  with  ODI  and  project  due  diligence,  Port  Staff  is  now  presenting  for 
approval  a  refined  project  concept  (Exhibit  B)  and  term  sheet  (Exhibit  C).  As  proposed, 
ODI  will  rehabilitate  the  buildings  securing  the  required  funding  including  up  to  $14 
million  of  its  own  equity  investment.  The  Port  will  contribute  $1 .5  million  capital  funds, 
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already  budgeted  for  these  buildings.  ODI  will  receive  a  14%  percent  return  (on  a  simple 
interest  basis)  on  its  investment  after  specified  expenses  and  debt  service.  ODI  and  the 
Port  will  share  equally  in  net  cash  flow  after  ODI's  equity  is  repaid.  An  annual 
guaranteed  base  rent  of  $200,000  (escalated  to  reflect  inflation)  is  due  20  years  after 
commencement  of  the  lease. 

Based  on  current  cost  and  revenue  estimates  and  assuming  lease  approval  in  early 
2013,  Staff  projects  that  the  Orton  equity  investment  will  be  repaid  by  2021  and  the  Port 
will  subsequently  receive  $600,000  a  year  in  participation  rent.  The  transaction  structure 
guarantees  revenue  to  the  Port  starting  20  years  after  the  lease  execution  (expected  to 
be  2033),  even  if  the  maximum  ODI  investment  is  required. 

Historic  rehabilitation  is  inherently  complex  and  laden  with  risks.  Following  the  approval 
of  the  Term  Sheet,  ODI  will  continue  to  refine  its  project  cost  estimates  including 
engineering  analyses,  code  assessment,  and  historic  preservation  review.  Concurrence 
of  the  Port  Commission,  and  later  the  Board  of  Supervisors,  on  this  transaction 
framework  allows  ODI  to  undertake  the  work  needed  to  design  the  project,  commence 
project  review,  secure  capital  partners,  and  attract  tenants.  More  details  on  all  aspects 
of  the  Project  will  be  presented  to  the  Port  Commission,  prior  to  approval  of  the  lease 
(anticipated  in  January  2013),  including  an  in-depth  financial  analysis. 

ODI  has  agreed  to  work  with  the  Port,  BAE  Systems,  the  Port's  ship  repair  tenant,  and 
Forest  City,  the  developer  for  the  25  acre,  Waterfront  Site.  ODI  will  collaborate  to 
integrate  its  project  into  the  physical  infrastructure  of  Pier  70  as  well  as  the  "place- 
making"  needed  to  reconnect  Pier  70  with  the  Dogpatch  and  the  rest  of  San  Francisco. 

Staff  recommends  approval  of  this  term  sheet  to  achieve  the  following  Port  objectives: 

•  Saving  an  extraordinary  collection  of  historic  buildings  from  potential  collapse. 
The  Port's  Capital  plan  has  approximately  $110  million  of  unfunded  costs  for 
these  structures.  Transferring  responsibility  for  these  buildings  to  ODI,  who  has 
the  capability  and  access  to  capital  to  rehabilitate  them,  will  reduce  the  Port's 
unfunded  capital  requirements  and  positively  affect  the  Port's  credit  outlook. 

•  Adding  to  the  value  of  Port  Property.  This  effort  would  create  about  $50  to  $60 
million  of  new  assessed  value  that  could  be  bonded  to  provide  $4  to  $5  million  of 
future  infrastructure  financing  district  funding  for  Pier  70. 

•  Improving  the  Port's  operating  cash  flow.  In  the  near-term,  reducing  security 
costs  and  repair  costs  due  to  vandalism. 

•  Providing  Port  revenue,  in  the  longer-term. 
BACKGROUND 

In  April  2010,  the  Port  published  its  Preferred  Master  Plan  ("Master  Plan")  for  the  65- 
acre  Pier  70  area  after  an  extensive  community  planning  and  technical  feasibility 
analysis  effort.  The  Pier  70  Master  Plan  provides  a  vision  balancing  sustained  ship 
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repair,  historic  preservation,  new  waterfront  parks,  and  new  development.  On  May  11, 
2010,  the  Port  Commission  authorized  two  efforts  to  attract  development  partners  for 
Pier  70  (Resolution  10-27).2  In  July  201 1 ,  following  a  competitive  solicitation  process, 
the  Port  entered  into  an  exclusive  negotiating  agreement  with  Forest  City  California  for 
the  "Waterfront  Site",  the  southeast  25  acres  of  Pier  70  with  capacity  for  significant  new 
development  and  over  250,000  square  feet  of  historic  buildings.3 

In  this  context,  on  October  4,  201 1 ,  the  Port  issued  a  RFP  for  the  20th  Street  Historic 
Buildings  to  ten  parties.  Four  parties  responded  to  the  RFP  as  presented  to  the  Port 
Commission  on  January  20,  201 24.  On  February  28,  2012,  the  Port  Commission 
awarded  the  opportunity  to  ODI5  and  directed  staff  to  negotiate  an  Exclusive  Negotiating 
Agreement  ("ENA")  for  the  project.  On  April  24,  2012,  the  Port  Commission  approved 
the  ENA  terms6.  This  Term  Sheet  approval  is  one  of  the  critical  milestones  in  the  ENA. 

These  buildings  are  in  poor  condition  at  the  present  with  two  red-tagged  and  none 
currently  leased.  It  is  important  to  note  that  the  RFP  did  not  set  a  minimum  rent  or  any 
other  floor  financial  requirements.  In  fact,  it  acknowledged  the  urgency  and  import  of 
saving  these  buildings  and  that  public  funding  sources  could  be  required  for  this  effort. 

TERM  SHEET 

Project  Proposal 

On  July  10,  2012,  ODI  presented  its  project  concept  to  the  Port  Commission7  and 
received  supportive  feedback  on  its  approach  to  this  site.  The  uses  proposed  -  light 
industrial,  education,  recreation,  office,  and  commercial  -  are,  with  the  addition  of 
potential  education  and  recreation  components,  the  same  as  the  proposal  that  the  Port 
Commission  considered  when  it  selected  ODI  on  February  28,  2012. 

The  purpose  of  this  project  is  to  rehabilitate  the  20th  street  Historic  Buildings  and  make 
them  once  again  a  vibrant,  integral  part  of  the  surrounding  community.  ODI  will  return 
the  buildings  to  profitable  use  while  maintaining  their  historic  fabric.  The  proposed  work 
includes  repair  and  maintenance,  seismic  and  structural  upgrades,  security  measures  to 
combat  an  atmosphere  of  neglect  and  criminal  opportunity,  and  abatement  of 
hazardous  environmental  conditions. 


2  Item  10B  on  this  agenda:  http://www.sfport.com/index.aspx?page=1412 

3  The  evaluation  process  to  select  Forest  City  was  presented  to  the  Port  Commission  on  April  1 1 ,  201 1 , 
http://www.sfport.com/Modules/ShowDocument.aspx?documentid=1275.  The  approval  of  the 
negotiations  agreement  is  available  at 

http://www.sfport.com/Modules/ShowDocument.aspx?documentid=1 91 6  . 
Item  9B  on  this  agenda:  http://www.sfport.com/index.aspx?paqe=1983 

5  Item  10  C  on  this  agenda:  http://www.sfport.com/index.aspx?paqe=2003 

6  Item  9B  on  this  agenda:  http://www.sfport.com/index.aspx?paqe=2063 

7  Item  9B  on  this  agenda:  http://www.sfport.com/index.aspx? paqe=2088 
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Proposed  uses  by  building  are  as  follows: 


•  Building  101  and  104,  as  former  Bethlehem  Steel  and  Union  Ironworks  office 
buildings  will  return  to  office  use  with  the  technological  capabilities  required  for 
modern  businesses. 

•  The  former  Bethlehem  steel  cafeteria  (in  Building  101)  will  remain  food 
production,  while  the  former  powerhouse  (Building  102)  will  become  a  restaurant. 

•  The  Union  Ironworks  Machine  shop  (Building  113)  and  surrounding  warehouses 
(Buildings  114/115/116  and  Building  14)  will  return  to  industrial  and  educational 
use  as  food,  technology  and  arts  production  centers,  mirroring  the  high-quality 
"maker"  type  businesses  currently  thriving  in  the  Dogpatch  neighborhood,  with 
ancillary  office  and  retail. 

•  A  limited  number  of  caretaker  residential  units  may  be  included  in  the  project. 

New  floor  area  construction  is  limited  to  that  required  for  seismic  stability  or  life-safety 
systems,  for  example,  if  a  structural  mezzanine  is  required  to  create  a  seismic 
diaphragm.  All  work  will  be  consistent  with  the  Secretary  of  the  Interior's  Standards  for 
the  Treatment  of  Historic  Properties  ("Secretary's  Standards").  (DDI's  efforts  will  include 
repairing  or  replacing  existing  roofing,  repairing  existing  masonry  surfaces,  repairing 
deteriorated  windows,  making  existing  toilet  rooms  operational  and  constructing 
accessible  toilet  rooms.  The  work  also  includes  installing  a  new  concrete  slab  floor  to 
the  industrial  buildings,  creating  accessible  entries  to  each  space,  and  stubbing  in  new 
electrical,  fire  safety,  phone,  data,  water,  sewer  and  gas  utilities  that  will  be  upgraded  to 
meet  applicable  code  requirements. 

Working  with  the  Port,  20th  Street  will  be  improved  to  accommodate  safe  pedestrian 
thoroughfare  with  links  to  Crane  Cove  Park,  and  the  Machine  Shop  courtyard  can  be 
programmed  with  activities  and  events  open  to  the  public.  The  result  will  be  a  beautiful 
historic  core  that  will  foster  successful  businesses,  provide  jobs,  and  enhance  the  local 
neighborhood. 

Proposed  Transaction  Terms 

Attached  as  Exhibit  C  is  the  Term  Sheet  proposed  for  approval.  The  key  business  terms 
are  as  follows: 

•  ODI  will  rehabilitate  the  buildings  to  meet  the  Secretary's  Standards.  Given  the 
age  and  dilapidation  of  the  structures,  this  involves  extensive  repair  and 
replacement  of  building  systems,  structural  upgrades,  and  life  safety 
improvements.  ODI  estimates  the  project  cost  at  $58  million. 


•  The  Port  will  redeploy  the  $1 .5  million  of  capital  funding  budgeted  in  FY201 1/12 
for  interim  shoring  of  the  Union  Ironworks  Machine  Shop  as  a  contribution  to  the 
full  seismic  retrofit  for  this  structure.8 

•  ODI  will  invest  up  to  $14  million  of  equity  in  the  project  and  secure  project  debt 
and  tax  credit  investors  for  the  remaining  funds. 

•  Net  revenue  from  the  project  after  debt  service  will  first  pay  ODI  a  14%  return  (on 
a  simple  interest  basis),  then  repay  ODI's  investment,  and  finally  be  split  equally 
with  the  Port. 

•  Port  participation  through  equal  sharing  of  any  refinancing  proceeds  and  a  10% 
participation  in  the  net  proceeds  from  a  sale  or  assignment  of  the  lease. 

•  A  guaranteed  annual  minimum  rent  of  $200,000  escalated  to  reflect  inflation  after 
20  years,  even  if  ODI  has  not  yet  recovered  its  equity  investment. 

•  Parking  for  the  project  will  be  provided  as  part  of  an  area  parking  strategy  on 
sites  to  be  determined  and  the  Port,  not  ODI,  will  receive  the  parking  income. 

•  Recognizing  the  difficult  state  of  the  buildings,  a  provision  to  allow  ODI  to 
undertake  limited  early  work  and  to  be  reimbursed  up  to  $75,000,  before  lease 
execution,  on  the  project  to  address  security  or  other  immediate  needs. 

In  addition,  the  Term  Sheet  provides  for  mechanisms  to  further  the  evaluation  of  the 
project  including: 

•  Requiring  a  full  project  underwriting  package  to  be  submitted  to  inform  the 
transaction  documents  negotiation. 

•  Working  closely  with  BAE  Systems  and  the  Port  to  identify  a  plan  to  remove  the 
existing  electrical  systems  from  Building  102  to  allow  its  re-use. 

•  Committing  to  minimizing  the  cost  of  capital  for  the  project. 

•  Risk  sharing  measures  to  address  the  risks  of  unknown  base  building  conditions. 

Pier  70  Wide  Coordination 

ODI  will  collaborate  with  Forest  City,  the  Port,  the  City,  the  shipyard  tenant,  and  the 
community  to  revitalize  Pier  70.9  This  collaboration  will  start  with  defining  site-wide 
infrastructure  requirements.  It  will  also  include  shared  parking  resources,  transportation 
demand  management  efforts,  and  other  needed  activities  to  fully  invigorate  Pier  70.  For 
example,  as  some  of  these  buildings  frame  the  planned  "Machine  Shop  Courtyard", 
project  concepts  and  uses  must  foster  the  success  of  that  plaza.  Similarly,  for  ODI  to 
reuse  Building  102,  the  Power  House,  the  existing  electrical  systems  serving  the 


This  capital  project  was  put  on  hold  after  selection  of  ODI  so  the  Port  could  evaluate  whether  this  interim 
measure  was  still  prudent  if  a  full  seismic  repair  could  be  achieved  soon.  The  shoring  work,  while 
addressing  life-safety  concerns  regarding  collapse,  is  an  interim  measure. 

9  On  September  25,  2012,  the  Port  Commission  received  an  overview  presentation  on  how  the  Office  of 
Workforce  and  Economic  Development  and  the  Port  are  managing  the  Pier  70  initiatives. 
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shipyard  must  be  relocated.  In  the  Term  Sheet,  ODI  agrees  to  assess  the  electrical 
systems,  recommend  a  strategy,  and  then  negotiate  with  the  Port  how  to  best  address 
electrical  system  separation. 

ANALYSIS  OF  PROPOSED  PROJECT 

Rehabilitation  of  these  buildings  has  been  a  goal  of  the  Port  since  the  adoption  of  the 
Waterfront  Land  Use  Plan  which  acknowledged,  "the  cost  of  renovating  these  buildings 
would  be  prohibitive  for  maritime  businesses  and  most  public  uses"  and  allowed 
flexibility  in  uses.  As  part  of  the  Pier  70  Master  Plan  process,  the  financial  feasibility 
analyses  for  these  six  buildings  estimated  $150  million  of  capital  costs10.  With  a  typical 
real  estate  development  structure,  the  revenues  forecasted  supported  private 
investment  of  $100  million,  leaving  a  feasibility  gap  on  the  order  of  $50  million.  This 
estimate  was  revisited  in  late  201 1  to  incorporate  new  information  on  environmental 
conditions  and  uses  for  the  buildings  to  show  a  total  cost  of  $106  million  and  a  feasibility 
gap  of  $13  million.  Several  different  real  estate  developer  assessments,  including  other 
recent  proposals,  found  that  major  public  investment  would  be  required  to  save  these 
buildings. 

Given  the  earlier  evaluations  of  the  economic  challenge  of  this  project,  it  is  exciting  that 
the  ODI  project  offers  the  ability  to  address  these  buildings  in  the  near  term.  ODI's 
vision  and  expertise  brings  the  following  factors  to  accelerate  this  project: 

•  A  lower  project  capital  cost  estimate  of  $58  million  due  to: 

■  A  less  extensive  rehabilitation  -  largely  leaving  the  buildings  in  their 
existing  form. 

■  Building  to  cold  shell  and  having  tenants  fund  their  use-specific 
improvements  and  rents  appropriate  for  that  building  standard. 

■  ODI's  expertise  in  rehabilitation  projects  in  particular  in  addressing 
hazardous  materials  and  designing  cost-effective  solutions  to  address 
structural  and  other  code  issues. 

•  Strong  market  interest  in  authentic  space  and  in  the  Dogpatch  neighborhood. 

•  ODI's  access  to  capital  given  its  track  record  and  assets.  Between  historic  tax 
credit  investors  and  bank  debt,  ODI  anticipates  a  capital  structure  for  the 
project  that  has  a  5%  annual  average  weighted  average  cost  of  capital.  If  the 
maximum  equity  is  required,  this  increases  to  7%. 

•  ODI's  willingness  to  commit  its  equity  to  the  project. 

In  addition  to  these  factors,  the  Port's  contribution  of  the  $1 .5  million  and  the 
participating  rent  structure  mitigates  certain  risks  of  the  project,  allowing  ODI  to  secure 


10  Economics  and  Planning  Systems,  February  2010,  available  at  this  link: 

httD://www.sfport.com/ftD/uDloadedfiles/Pier70  SI/Pier%2070%20Financial%20Feasibiltv%20Studv%20- 
%20Februarv%20201 0.pdf 
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needed  third  party  capital.  The  terms  proposed  provide  the  Port  a  means  to  share  in  the 
upside  of  the  project  yet  catalyze  the  project  by  deferring  guaranteed  base  rent  for  20 
years. 

ANALYSIS  OF  THE  FINANCIAL  TERMS 

Based  on  current  information,  Staff  prepared  three  projections  of  Port  rent  income  under 
this  deal  structure: 

•  A  Base  Case  with  current  estimates  of  capital  costs,  revenues,  and  capital 
structure. 

•  A  Low  Rents  Case  where  rents  are  30%  lower  and  ODI  would  be  required  to 
invest  $14  million  to  realize  the  project 

•  A  High  Costs  Case  with  a  total  capital  cost  of  $70  million  that,  with  other 
factors  held  constant,  would  also  require  ODI  to  invest  $14  million 

In  the  base  case,  ODI's  investment  is  repaid  in  2021  triggering  the  start  of  participation 
rent.  In  the  other  two  cases,  although  the  guaranteed  minimum  base  rent  begins  in  20 
years,  participation  rent  is  delayed  due  to  the  length  of  time  needed  to  repay  the  ODI 
equity.  In  the  High  Costs  Case,  ODI's  equity  is  repaid  in  2045;  for  the  Low  Rent  Case 
repayment  takes  until  2051 ; 

FURTHER  PROJECT  REVIEW 

After  endorsement  of  the  Term  Sheet  by  the  Port  Commission  and  the  Board  of 
Supervisors,  the  Project  Concept  presented  in  Exhibit  B  will  be  refined  and  subject  to  a 
historic  resources  evaluation.  The  repair  and  construction  improvements  will  require 
review  by  the  Port  and  Planning  Department  to  determine  their  consistency  with  the 
Secretary  Standards.  The  proposed  repairs  and  use  of  the  buildings  are  subject  to 
review  under  the  California  Environmental  Quality  Act  ("CEQA").  The  Eastern 
Neighborhoods  Final  Environmental  Impact  Report  ("EIR")11,  certified  August  8,  2008, 
evaluated  the  environmental  effects  of  General  Plan  amendments,  rezoning  and 
projected  new  development  in  the  Eastern  Neighborhoods,  which  includes  the  Central 
Waterfront  and  Pier  70.  The  review  of  environmental  effects  of  ODI's  proposed  repairs 
and  use  of  the  20th  Street  historic  buildings  will  be  conducted  by  the  Planning 
Department  to  determine  the  CEQA  review  needed,  in  the  context  of  the  analysis  in  the 
Eastern  Neighborhoods  FEIR. 

ODI  will  be  seeking  Federal  Historic  Rehabilitation  Tax  Credits  for  this  project.  Eligibility 
for  tax  credits  requires  the  Port  to  list  the  Pier  70  Historic  District  on  the  National 
Register  of  Historic  Places.  The  tax  credit  process  includes  an  additional  level  of  project 
design  review  by  both  the  California  State  Office  of  Historic  Preservation  and  the  U.S. 
National  Park  Service. 


"Available  at  this  link:  http://www.sf-planning.org/Modules/ShowDocument.aspx?documentid=3()()l 
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COMMUNITY  BENEFITS 


Rehabilitation  of  these  historic  structures  and  allowing  their  reuse  and  public  enjoyment 
is  both  the  primary  outcome  of  the  project  and  the  primary  community  benefit.  The 
challenging  nature  of  the  Pier  70  project  as  a  whole,  with  a  particular  focus  on  the 
historic  resources,  was  well  understood  by  the  public  and  policymakers  in  November 
2008  when  68  percent  of  voters  supported  Proposition  D  amending  San  Francisco's 
Charter  to  facilitate  the  Pier  70  project.  As  discussed  above,  ODI's  project  will  include  a 
public  plaza  and  spaces  to  foster  the  community's  enjoyment  of  Pier  70's  heritage. 

These  buildings  will  provide  400-500  jobs  when  the  project  is  complete  and  leased. 
Construction  of  the  project,  over  a  two  year  period,  will  employ  an  estimated  250 
workers  (full  time  equivalents).  In  both  the  construction  of  the  project  and  in  its  long-run 
operation,  ODI  is  committed  to  working  closely  with  the  City  to  employ  San  Franciscans 
and  use  local  businesses. 

CENTRAL  WATERFRONT  ADVISORY  GROUP  COMMENT 

ODI  has  presented  its  project  concepts  to  the  Central  Waterfront  Advisory  Group 
("CWAG")  twice,  July  25,  2012  and  September  26,  2012.  CWAG  expressed  support  for 
the  uses  and  project  concept.  Exhibit  D  summarizes  the  discussions.  CWAG  asked  that 
the  ODI  project  be  very  well  coordinated  with  the  overall  plans  for  Pier  70  on  issues  like 
transportation,  parking  and  public  realm.  OEWD  and  Port  staff  discussed  how  this 
coordination  will  occur  and  committed  to  continuing  to  work  closely  with  the  CWAG  and 
the  community  as  all  the  Pier  70  initiatives  progress. 

NEXT  STEPS 

If  the  Port  Commission  endorses  it,  the  Term  Sheet  will  be  submitted  to  the  Board  of 
Supervisors  ("Board")  for  endorsement  and  finding  that  the  project  is  fiscally  feasible 
and  that  it  is  prudent  to  commence  environmental  review  as  required  under 
Administrative  Code  Chapter  29.  The  Board  action  will  include  public  hearings  and 
opportunities  for  public  comment.  The  Board  review  of  the  Term  Sheet  is  consistent 
with  the  recommendations  of  the  2004  Management  Audit  of  the  Port  by  the  Board  of 
Supervisor's  Budget  Analyst  as  a  means  of  providing  the  Board  with  an  "early  read"  on 
Port  development  projects. 

If  the  Port  Commission  and  the  Board  endorse  the  Term  Sheet,  Port  staff  will  move 
forward  with  project  review  and  negotiation  of  transaction  documents  for  the  project. 
Throughout  this  process,  there  will  be  numerous  opportunities  for  public  comment  and 
review  of  the  proposed  project. 


RECOMMENDATION 


Port  staff  recommends  that  the  Port  Commission  approve  the  attached  resolution 
endorsing  the  Term  Sheet  shown  in  Exhibit  C. 


Prepared  by:        Kathleen  Diohep,  Manager 

Public/Private  Development  Projects 

Through:  Jonathan  Stern,  Assistant  Deputy  Director 

Waterfront  Development 

For:  Byron  Rhett,  Deputy  Director 

Planning  &  Development 


Exhibits 

A.  Pier  70  Area  Map 

B.  Project  Proposal 

C.  Term  Sheet 

D.  Central  Waterfront  Advisory  Group  Review 


PORT  COMMISSION 
CITY  &  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  12-78 

WHEREAS,  Charter  Section  B3.581  empowers  the  Port  Commission  with  the 
authority  and  duty  to  use,  conduct,  operate,  maintain,  manage, 
regulate,  and  control  the  lands  within  Port  jurisdiction;  and 

WHEREAS,  The  Port  owns,  in  trust,  a  cluster  of  several  historic  buildings  in 
need  of  substantial  rehabilitation  (the  "20th  Street  Historic 
Buildings"),  located  on  or  near  20th  Street,  east  of  Illinois  Street, 
and  identified  as  the  "Historic  Core  (Orton)"  on  Exhibit  A  to  the  staff 
report  accompanying  this  resolution;  and 

WHEREAS,  On  February  28,  2012,  by  Resolution  12-18,  the  Port  Commission 
awarded  Orton  Development  Inc.  ("ODI")  an  exclusive  right  to 
negotiate  with  the  Port  for  the  development,  rehabilitation,  and 
lease  of  the  20th  Street  Historic  Buildings  ("the  Project");  and 

WHEREAS,  On  April  24,  2012,  by  Resolution  12-36,  the  Port  Commission 

authorized  the  Executive  Director  or  her  designee  to  execute  an 
Exclusive  Negotiating  Agreement  ("ENA")  between  the  Port  and 
ODI  for  the  Project  and  the  Port  and  ODI  entered  into  the  ENA 
effective  May  17,  2012,  which  ENA  required,  among  other  things, 
for  the  Port  and  ODI  to  negotiate  a  Term  Sheet  to  describe  the 
fundamental  deal  terms  for  the  Project;  and 

WHEREAS,  ODI  and  Port  staff  have  negotiated  the  Term  Sheet  attached  as 

Exhibit  C  to  the  staff  report  accompanying  this  resolution  (the  "Term 
Sheet"),,  which  sets  forth  the  essential  terms  upon  which  the  Port 
and  ODI  will  negotiate  in  good  faith  to  reach  agreement  on  the  final 
transaction  documents;  and 


WHEREAS,  Prior  financial  analyses  conducted  by  Port  to  develop  and 

rehabilitate  the  20th  Street  Historic  Buildings  of  this  Project  found 
that  the  projected  income  would  not  be  insufficient  to  support  the 
projected  capital  costs  of  over  $100  million,  thus  requiring  such  that 
a  significant  subsidy  would  be  required;  and 

WHEREAS,  The  proposed  financial  terms  between  Port  and  Orton  for  the 

Project  are  structured  as  a  participating  rent  deal  in  which  the  Port 
contributes  $1 .5  million  to  the  capital  costs  and  defers  minimum 
rent  for  a  certain  period,  ODI  contributes  up  to  $14  million  in  equity, 
and  both  parties  share  equally  in  the  long-term  net  revenues  of  the 
Project,  creating  a  structure  that  maximizes  the  ability  to  secure 
third-party  capital  for  the  Project;  and 


WHEREAS  The  parties  acknowledge  that  the  Term  Sheet  is  not  itself  a  binding 
agreement  that  commits  the  Port  or  ODI  to  proceed  with  the 
approval  or  implementation  of  the  Project  and  that  the  Project  will 
first  undergo  environmental  review  under  CEQA  and  will  be  subject 
to  public  review  in  accordance  with  the  processes  of  the  Port 
Commission,  other  City  departments  and  offices,  and  other 
government  agencies  with  approval  over  the  proposed  Project 
before  any  entitlements  and  other  regulatory  approvals  required  for 
the  Project  will  be  considered;  now,  therefore  be  it 

RESOLVED,  That  the  Port  Commission  hereby  endorses  the  Term  Sheet  and 
authorizes  and  directs  the  Executive  Director  of  the  Port,  or  her 
designee,  to  execute  the  Term  Sheet  and  present  the  Term  Sheet 
to  the  Board  of  Supervisors  for  their  endorsement  and  for 
consideration  of  a  finding  that  the  Project  is  fiscally  feasible  and 
responsible  under  San  Francisco  Administrative  Code  Chapter  29 
(the  "Fiscal  Feasibility  Finding"),  and  in  the  event  the  Board  of 
Supervisors  fails  to  make  a  Fiscal  Feasibility  Finding  for  the  Project, 
to  either  terminate  the  ENA  or  revise  the  Term  Sheet;  and  be  it 
further 

RESOLVED,  That  provided  the  Board  of  Supervisors  endorses  the  Term  Sheet 
and  makes  a  Fiscal  Feasibility  Finding  for  the  Project,  the  Port 
Commission  authorizes  that  directs  the  Executive  Director  of  the 
Port,  or  her  designee,  to  work  with  ODI  to  undertake  project  review 
and  negotiate  the  terms  and  conditions  of  any  development 
agreement,  lease,  and  related  documents  ("Transaction 
Documents"),  with  the  understanding  that  the  final  terms  and 
conditions  of  the  Transaction  Documents  negotiated  between  Port 
staff  and  ODI  during  the  exclusive  negotiation  period  will  be  subject 
to  the  approval  of  the  Port  Commission  and  as  applicable,  the 
Board  of  Supervisors  and  the  Mayor;;  and,  be  it  further 

RESOLVED,  That  approval  of  the  Term  Sheet  and  direction  to  Port  staff  does  not 
commit  the  Port  Commission  or  the  City  to  approval  of  final 
Transaction  Documents  or  implementation  of  the  Project  or  grant 
any  entitlements  to  ODI,  nor  does  the  Term  Sheet  foreclose  the 
possibility  of  considering  alternatives  to  the  proposal,  mitigation 
measures  or  deciding  not  to  grant  entitlement  or  approve  or 
implement  the  Project,  after  conducting  appropriate  environmental 
review  under  CEQA,  and  while  the  Term  Sheet  identifies  certain 
essential  terms  of  a  proposed  transaction  with  the  Port,  it  does  not 
necessarily  set  forth  all  of  the  material  terms  and  conditions  of  any 
final  transaction  documents;  and,  be  it  further 


RESOLVED,  That  the  Port  Commission  will  not  take  any  discretionary  actions 

committing  the  Port  to  implement  the  Project,  and  the  provisions  of 
the  Term  Sheet  are  not  intended  and  will  not  become  contractually 
binding  on  the  Port  unless  and  until  the  Port  Commission  has 
reviewed  and  considered  environmental  documentation  prepared  in 
compliance  with  the  CEQA  for  the  Project  and  the  Port 
Commission,  and  as  applicable,  the  Board  of  Supervisors  and  the 
Mayor,  have  approved  final  Transaction  Documents  for  the  Project. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  San 
Francisco  Port  Commission  at  its  meeting  of  October  9, 2012. 


Secretary 


EXHIBIT  B 
PROJECT  PROPOSAL 
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EXHIBIT  C 


20™  Street  Historic  Buildings 
Term  Sheet 
October  3,  2012 

As  required  in  the  Exclusive  Negotiating  Agreement  (ENA)  executed,  May  17,  2012,  this  Term 
Sheet  sets  forth  the  basic  terms  and  conditions  on  which  the  parties  agree  to  further 
negotiation  regarding  the  development  concept  and  uses  described  below  (the  "Project")  and 
that  will  be  refined  and  set  forth  in  more  detail  in  the  lease  (the  "Lease"),  the  lease  disposition 
and  development  agreement  ("LDDA")  and  other  transaction  documents  between  Port  and 
Orton  Development,  Inc.  ("ODI"). 

This  Term  Sheet  is  not  intended  to  be,  and  will  not  become,  contractually  binding  unless  and 
until  environmental  review  has  been  completed  in  compliance  with  the  California 
Environmental  Quality  Act  and  the  parties  are  able  and  willing  to  execute  and  deliver  a  mutually 
acceptable  LDDA,  Lease  and  related  transaction  documents  regarding  the  Project.  In  addition, 
under  San  Francisco  Charter,  no  officer  or  employee  of  the  City  and  County  of  San  Francisco 
(the  "City")  has  authority  to  commit  the  City  to  the  transaction  contemplated  herein  unless  and 
until  the  San  Francisco  Port  Commission  has  approved  theiransaction  and  the  San  Francisco 
Board  of  Supervisors  has  approved  the  Lease. 


Lessor 

Port  of  San  Francisco 

Lessee/ 
Key  Man 

•  Orton  Development,  Inc.  or  an  affiliated  entity  controlled  by  J.R.  Orton  III. 

•  J.R.  Orton  III  to  remain  actively  involved  in  the  project  until  at  least  project 
completion. 

Premises 

•  Historic  buildings  14,  101, 102, 104,  113, 114, 115, 116, 122,  and  123,  at 
Pier  70.  See  Exhibit  A.    ODI  and  the  Port  will  negotiate  a  precise  premises 
boundary  to  address  needed  ingress  and  egress  with  the  current,  and  the 
future  street  grid. 

•  Parties  anticipate  entering  into  a  license  for  adjacent  areas. 

Term  of 
Lease 

•    66  years. 

Uses 

•  Buildings  101, 104:  Office  and  ancillary  uses; 

•  Building  102:  restaurant  and  commercial; 

•  Buildings  113/114, 115/116,  and  14:  Light  industrial,  arts  production, 
education,  recreation,  ancillary  retail,  and  ancillary  office  uses. 

As- Is 

Conditions 

•    For  all  buildings  and  site  areas,  Developer  takes  in  "as-is"  conditions. 

Hazardous 
Materials 

•  Developer  is  responsible  for  implementing  the  Risk  Management  Plan, 
including  any  and  all  costs,  regulatory,  and  operational  responsibilities 
specified  therein  for  aboveground  environmental  conditions.  If  Developer 
disturbs  belowground  soils,  Developer  will  follow  the  Risk  Management 
Plan  for  those  areas. 

•  If  previously  unidentified  below  ground  environmental  conditions  unrelated 
to  the  Developer's  activities  require  additional  investigation  or  remediation, 
the  Port  will  be  responsible  for  those  costs  including  regulatory  costs. 
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•  Prior  to  issuance  of  the  Risk  Management  Plan,  Developer  will  be 
responsible  for  compliance  with  existing  regulatory  requirements  and 
conducting  activities  in  manner  consistent  with  the  Remedial  Action  Plan 
(Treadwell  and  Rollo,  May  2012). 

•  PCB  transformer  removal  and  abatement  in  Building  102  remains 
responsibility  of  the  Port. 

•  Removal  of  existing  PCB  transformer  in  the  northwest  corner  of  Building 
113  and  abatement  of  all  above  ground  hazardous  materials  are  the 
responsibility  of  ODI. 

"Early  Work" 

•  ODI  can  propose  to  undertake  at  its  cost  weatherizing,  cleanup  or  security 
improvements  ("Early  Work")  under  the  existing  access  agreement  terms, 
which  include  Port  approval  of  the  work  scope. 

•  Approval  of  any  scope  of  Early  Work  would  include  agreement  on  a  budget 
for  that  work. 

•  Under  the  ENA,  ODI  has  paid  a  $75,000  negotiation  fee  that  is  non- 
refundable if  the  ENA  is  terminated.  If  ODI  terminates  the  ENA  and  does 
not  execute  a  Lease  for  the  project,  the  Port  will  return  to  ODI  the 
documented  expenditures  not  to  exceed  the  agreed-to  cost  of  any  Early 
Work  performed  but  no  more  than  $75,000. 

•  If  the  project  moves  forward,  Early  Work  costs  will  be  included  in  Total 
Project  Costs  and  the  $75,000  negotiation  fee  will  be  applied  to  the  lease 
deposit  as  agreed  in  the  ENA  . 

Building  102 

•  Building  102  is  an  active  part  of  the  electrical  systems  serving  the  BAE  ship 
repair  facility.  Developer  will  assess  existing  conditions,  meet  with  BAE  to 
understand  their  needs,  and  recommend  a  solution  for: 

1.  Removing  electrical  equipment 

2.  Establishing  separate  service  to  BAE 

3.  Establishing  service  to  other  electric  uses  now  served  from  building  102 
including  ODI's  project 

•  Developer  to  recommend  options  and  provide  conceptual  cost  estimates 
for  the  options  to  meet  objectives  (1),  (2),  and  (3)  above. 

•  Port  and  Developer  to  negotiate  in  the  Development  Agreement  how  to 
undertake  and  fund  the  work  needed  to  re-use  Building  102  for  new  uses 
and  sustain  electrical  service  to  the  shipyard. 

•  Cost  of  BAE  equipment  and  service  remains  a  Port  or  BAE  responsibility.  To 
the  extent  designing  a  new  BAE  service  incurs  third  party  fees,  such  fees 
shall  be  reimbursed  by  Port  or  BAE. 

Total  Project 
Cost 

•    "Total  Project  Cost"  shall  include  Lessee's  hard  and  soft  costs  such  as 
permit,  development,  and  impact  fees,  if  any,  construction  and  materials 
costs,  subcontractor  and  design  fees,  legal  and  other  professional  fees, 
financing  costs  that  are  capitalized,  and  all  project-related  expenses  of 
Lessee  or  Orton  Development  Inc.  (ODI),  including  a  proportionate  share  of 
ODI's  overhead  such  as  salaries  paid  by  ODI  for  employees  (other  than  J.R. 
Orton  III). 
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•  ODI  will  not  charge  a  developer  fee. 

•  Parties  to  negotiate  the  level  of  performance  or  surety  bond  or  completion 
guaranties  in  the  LDDA. 

Port  Capital 
Contribution 

•  $1.5  million  with  an  additional  $250,000  grant  funding  from  the  California 
Cultural  Equity  Endowment,  if  available. 

•  The  Port  has  the  option  to,  but  is  not  bound  to,  secure  additional  capital 
above  $1.5  million  in  seismic  funding  to  pay  down  the  amount  of  Orton 
Equity  at  any  time  before  the  Orton  Equity  is  fully  repaid,  subject  to  any 
finance  conditions. 

Project  Debt 

•  Port  and  ODI  agree  to  cooperate  to  secure  the  greatest  amount  of  debt  and 
the  lowest  cost  third-party  capital  and  debt  as  reasonably  possible  for  the 
project. 

•  As  soon  as  additional  financing  is  reasonably  supported  by  the  project,  ODI 
agrees  to  pay  down  its  remaining  equity  interest  and  remaining  equity 
through  additional  debt. 

•  ODI  may  propose  that,  once  Orton  Equity  is  re-paid,  additional  debt  be 
placed  on  the  site  to  the  advantage  of  both  the  parties.  The  Port's  approval 
of  additional  debt  will  not  be  unreasonably  withheld. 

•  Port  consent  shall  not  be  unreasonably  withheld  for  any  assignment  of  the 
lease  as  security  for  project  financing  or  refinancing.  The  lease  will  contain 
mortgagee  protection  and  related  provisions  reasonably  satisfactory  to 
Lessee's  lender(s)  and  investor(s),  including  future  amendments  as  may  be 
reasonably  required  for  such  purpose. 

Orton  Equity 

•  Orton  Equity  is  defined  as  Total  Project  Cost  through  project  completion 
less  tax  credit  equity,  permanent  debt  proceeds,  and  Port  capital 
contribution. 

•  Orton  Equity  will  accrue  a  simple  return  of  14%  per  year.  Orton  Equity  shall 
be  no  more  than  the  lesser  of  20%  of  Total  Project  Cost  or  $14  million,  once 
permanent  debt  is  in  place  to  achieve  the  shared  goal  of  the  lowest  overall 
cost  of  capital  for  the  project. 

•  Unpaid  return  accumulates  until  paid  without  compounding. 

•  Re-Opener  process  may  increase  cap  on  Orton  Equity  above  $14  million. 

Orton  Equity 
Repayment/ 
Participation 
Rent 

•  Participation  Net  Revenue  is  defined  as  project  revenue  (on  a  triple  net 
basis  or  its  equivalent)  less  reasonable  unrecovered  operating  expenses  on 
vacant  space,  appropriate  reserves  using  standard  accounting,  tax  credit 
equity  payments,  and  debt  service  and  related  fees  (on  the  Total  Project 
Cost). 

•  Participation  Net  Revenue  shall  be  distributed  as: 

1.  To  Lessee  until  the  accumulated  14%  return  on  Orton  Equity  is  paid; 

2.  To  Lessee  to  pay  down  outstanding  Orton  Equity  until  paid; 

3.  Split  equally  between  Lessee  and  Lessor 

Right  to  Pre- 
pay 

•    Port  has  right  to  pre-pay  accumulated  interest  on  Orton  Equity  and  Orton 
Equity  at  any  time,  at  no  charge  or  payment  of  any  penalty. 

Complete 

•    ODI  will  submit  a  Complete  Project  Underwriting  Package  ("Project 
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Underwriting 
Package 

Underwriting")  with  a  detailed  estimate  of  total  project  costs  including  hard 
and  soft  costs,  finance  costs,  and  expected  lease  rates,  with  a  pro  forma 
projecting  ODI  and  Port  income. 
•    Port  and  ODI  will  use  this  package  to  negotiate  the  LDDA. 

Unknown 
Base  Building 
Costs  Found 
Prior  to  Lease 
Execution 

After  approval  of  the  Transaction  and/or  execution  of  the  development 
agreement,  ODI  can  request  re-opening  of  business  terms,  if  it  can  demonstrate 
that  due  to  costs  of  unforeseen  base  building  conditions,  the  required  Orton 
Equity  for  the  entire  project  exceeds  $14  million  or  that  the  project  returns 
significantly  differ  from  the  Project  Underwriting  projected  returns. 
At  this  stage,  ODI  will  have  the  right  to: 

1.  Remove  buildings  -  except  Building  113/114  -  from  the  Project 

2.  Invest  additional  equity  into  the  transaction  and,  if  so,  the  Base  Rent  will 
not  be  applicable  until  all  Orton  Equity  plus  the  14%  return  is  repaid, 

3.  Renegotiate  the  deal  -  subject  to  returning  to  the  Port  Commission  and  the 
Board  of  Supervisors  for  approval,  or 

4.  Terminate  its  Development  Agreement  without  incurring  a  termination  fee 

Unknown 
Base  Building 
Costs  After 
Lease 
Execution 

•    Lease  to  include  a  provision  to  address  unknown  base  building  costs 

discovered  during  construction,  including  that  ODI  may  (i)  invest  additional 
equity,  in  the  project  to  address  the  unforeseen  costs  at  a  market  rate  of 
return  to  be  negotiated  based  on  the  investment  returns  expected  by  real 
estate  equity  investors,  but  in  no  event  more  than  14%  per  annum,  into  the 
transaction  to  address  the  unforeseen  costs  and  (ii)  delay  the  start  of  the 
Base  Rent. 

Initial  Base 
Rent 

•  Beginning  in  Year  20  after  lease  execution,  a  base  rent  of  $200,000 
(expressed  in  2012$)  per  year  will  be  paid  even  if  all  Orton  Equity  has  not 
been  repaid. 

•  If  Orton  Equity  is  repaid  before  year  10,  Base  Rent  shall  commence  10  years 
after  Orton  Equity  is  repaid. 

•  Re-opener  provisions  can  delay  the  start  of  Base  Rent. 

Base  Rent 
Escalation 

•    Base  Rent  shall  be  adjusted  every  5  years  but  in  no  event  decrease,  based 
on  CPI,  limited  to  a  20%  increase. 

Base  Rent  Re- 
Sets 

•  Every  10  years  after  commencing  payment  of  Base  Rent,  the  Base  Rent 
amount  will  be  adjusted  to  equal  the  higher  of  (i)  the  then  payable  Base 
Rent  or  (ii)  60%  of  the  average  of  the  previous  5  years  of  participation  rent 
paid  to  the  Port. 

•  Any  participation  in  refinancing  or  sales  proceeds  is  not  included  in  the  five 
year  average  calculation. 

Participation 
in  refinancing 
proceeds 

•  If  Lessee  refinances,  excess  funds  shall  be  applied  first  to  Orton  Equity 
interest  and  second  to  Orton  Equity. 

•  Net  proceeds  after  repaying  debt  and  Orton  Equity  shall  be  split  equally 
between  Port  and  Orton  and  paid  to  each  party  at  close  of  escrow 

Participation 
in  sale  or 
assignment 

•    Port  receives  10%  of  any  net  sales  proceeds  (remaining  after  repayment  of 
debt,  return  on  outstanding  Orton  Equity,  return  of  Orton  Equity,  and 
Lessee's  standard  sales  costs  such  as  brokerage  commissions  and  legal  fees) 
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Parking: 

•    Port  shall  manage  parking,  as  part  of  a  Pier  70  wide  parking  plan,  for  the 
proposed  project.  Parking  rates  will  be  set  through  the  Port  parameter  rate 
setting  process.  Consistent  with  the  Pier  70  Master  Plan,  parking  of  one 
space  per  1,000  square  feet  of  building  area  will  be  provided. 

Subleasing 
and 

Assignment 

•  Lessee  shall  have  the  right  to  sublease  the  premises  for  all  uses  allowed 
under  the  lease. 

•  Port  shall  have  rights  at  its  sole  discretion  over  any  lease  assignment  or 
change  in  control  of  ODI  prior  to  project  completion. 

•  After  project  completion,  the  lease  may  be  assigned  to  any  qualified 
purchaser,  subject  to  Port's  reasonable  approval. 

Property 
Management 

•  ODI  may  manage  the  property  or  use  third-party  management.  In  either 
case,  the  records  and  financials  shall  be  completely  transparent. 

•  In  the  event  ODI  is  managing  the  project  and  the  Port  objects  reasonably  to 
the  quality  of  property  management,  it  shall  put  such  objections  in  writing. 
ODI  shall  have  a  reasonable  time  to  cure,  no  less  than  30  days.  In  the  event 
ODI  is  unablp  to  reasonably  cure  in  the  time  oeriod  Port  mav  reauest  that 
the  project  be  managed  by  a  third  party  management  and  ODI  shall  select  a 
reasonable  established  third  party  management  company  for  the  project. 
All  asset  and  management  fees  will  be  consistent  with  those  prevailing  in 
the  marketplace. 

Utility  and 
Impact  fees 

•    To  the  extent  due  for  this  project,  utility  connection  and  impact  fees  are 
Lessee's  responsibility.  Port  to  reasonably  cooperate  with  Lessee  in  the 
investigation  and  applicability  of  impact  fees. 

Infrastructure 
Costs 

•    In  the  future,  a  Master  or  Sub  Developer(s)  may  replace  the  infrastructure 
in  20th  Street.  Lessee  will  bear  its  equitable  share  of  costs  with  respect  to 
repair  of  infrastructure  including  roadway  and  sidewalks. 

Condition  of 
PremKps  at 
the  end  of 
the  lease; 
Capital 
Reserves 

•  The  condition  of  the  property  at  the  end  of  the  lease  shall  be  as 

rnnctri  irtQrl   xA/pll-m^int^inpH   mimic  rp^cnn^hlp  u/par  anH  tpar 
lu I  i -> 1 1  ullcu,  vvci I  inaiiiiaiiicu,  iiiiiiuo  I  ca iui  lauic  weal  dim  leal  . 

•  Mutually  agreed  upon  reasonable  reserves  to  meet  this  standard  are 
project  expenses  and  will  be  included  in  the  operating  budget. 

Development 
over  the 
course  of  the 
lease 

•  Lessor  and  Lessee  are  aware  that  a  Preferred  Master  Plan  for  Pier  70  was 
published  in  2010  addressing  the  complete  redevelopment  of  Pier  70. 
During  the  course  of  the  lease,  a  complete  redevelopment  of  Pier  70  may 
occur. 

•  Lessor  and  Lessee  agree  to  reasonably  cooperate  on  any  future  master 
plan,  agreements  with  other  Pier  70  developers  and  tenants,  and  their 
implementation. 

Standard 
Lease  Terms 

The  development  agreement  and  lease,  except  as  negotiated  above  or  in  the 
Exclusive  Negotiating  Agreement  between  the  Port  and  ODI,  will  address  the 
terms  and  conditions  of  the  Port's  October  4,  2011,  Request  for  Proposals  for 
the  20th  Street  Historic  Buildings 
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NOTES: 

1.  ODI  and  the  Port  will  negotiate  a  precise  premises  boundary  to 
address  code  requirements  and  needed  ingress  and  egress  with  the 
current  and  the  future  street  grid. 

2.  Parking  for  the  project  will  be  part  of  a  Pier  70  wide  district  parking 
plan. 
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Exhibit  D 


Central  Waterfront  Advisory  Group  Review  of  ODI  project 
July  25,  2012 

The  ODI  team  presented  their  project  concepts  and  discussed  four  alternative 
proposals  for  the  industrial  buildings  on  the  south  side  of  20th  Street  -  in 
particular  the  iconic  Union  Ironworks  Machine  Shop  (Building  113). 

1 .  Arts  production  and  education 

2.  Makers/light  manufacturing/  likely  food  focus 

3.  Cirque  du  Soleil,  a  permanent  facility,  that  would  need  a  300  room  hotel 
elsewhere  at  Pier  70 

4.  Tech  Office  Campus 

CWAG's  discussion  supported  the  arts  and  light  industrial  uses  in  Scenarios  1 
and  2.  CWAG  members  expressed  significant  concerns  about  Cirque  and  the 
required  hotel.  A  tech  office  complex  raised  additional  concerns  about  being  too 
private  of  a  use. 

The  Machine  Shop,  Building  113,  with  its  90,000  square  feet  of  high  volume 
space,  has  been  suggested  as  an  event  venue  or  other  predominately  public  use 
like  a  market  hall  or  museum.  ODI  has  programmed  an  atrium  of  1 1 ,000  square 
feet  in  the  building  and  suggests  events  for  the  courtyard  behind;  however,  most 
of  the  building  would  be  tenanted.  At  this  time,  an  event  space  is  not  an 
economically  feasible  use  without  subsidy. 

September  26,  2012. 

ODI  returned  to  CWAG  on  September  25,  2012  and  discussed  the  rehabilitation 
efforts  by  building  and  the  uses  for  each.  ODI  explained  they  have  eliminated 
Scenarios  3  and  4  discussed  in  July.  CWAG  expressed  support  for  the  narrowed 
set  of  uses.  Discussions  with  CWAG  identified  issues  that  will  need  careful 
attention  as  the  design  of  the  ODI  project  moves  forward,  which  include: 

Seismic  Retrofit:  how  the  details  will  impact  the  historic  buildings 

Public  Access:  Allowing  the  public  to  view  and  enjoy  these  buildings  through  the 
atrium,  public  lobbies,  or  other  measures. 

Public  Realm:  Upgrades  to  the  streetscape  and  plazas  to  support  returning 
these  buildings  to  use,  for  example  adding  and  repairing  sidewalks  as  needed. 

Transportation  and  Parking:  As  discussed  above,  locations  for  near-term 
parking  will  be  refined  as  the  transaction  documents  are  negotiated  and  the 
parking  requirements  of  the  20th  Street  businesses  will  be  incorporated  in  the 
overall  Pier  70  parking  plan. 
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October  4,  2012 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

FROM:      Monique  Moyer 

Executive  Director 

SUBJECT:  Informational  presentation  regarding  the  SFPUC's  Eastside  Recycled  Water 
Project  and  identification  of  Port  properties  as  potential  facility  sites 

DIRECTOR'S  RECOMMENDATION:  Information  Only;  No  Action  Required  


Introduction 


The  San  Francisco  Public  Utilities  Commission  (SFPUC)  is  diversifying  its  local  water 
supplies  by  developing  recycled  water  for  non-drinking  uses.  The  proposed  Eastside 
Recycled  Water  Project,  currently  in  the  Planning  Phase,  would  produce  approximately 
2  million  gallons  per  day  (MGD)  of  recycled  water  for  uses  along  the  eastern  side  of  the 
City.  Potential  customers  include  major  new  developments  in  the  area  that  would  use 
recycled  water  for  irrigation,  toilet  flushing,  and  other  non-drinking  uses. 

The  purpose  of  this  staff  report  is  to  introduce  the  Port  Commission  and  the  public  to  the 
Eastside  Recycled  Water  Project  and  the  SFPUC's  facility  siting  process.  The  project 
requires  the  construction  of  a  new  treatment  facility(s)  to  produce  recycled  water.  The 
SFPUC  has  identified  five  potential  sites,  including  three  properties  under  Port 
jurisdiction.  The  SFPUC  will  be  evaluating  these  five  sites  in  greater  detail  as  part  of  its 
Alternatives  Analysis  process,  with  the  goal  of  identifying  a  recommended  project  in 
January  2013. 

Background 

The  SFPUC  is  in  the  process  of  implementing  a  major  capital  upgrade  of  its  water 
system  -  the  Water  System  Improvement  Program  (WSIP).  The  Programmatic 
Environmental  Impact  Report  (PEIR)  for  the  WSIP  was  approved  in  2008,  and  included 
a  commitment  to  limit  water  deliveries  from  the  Hetch  Hetchy  Regional  Water  System  to 
265  MGD  (the  current  water  delivery  rate)  through  2018,  and  to  develop  10  MGD  of 
local  water  supplies  by  the  year  2018  to  address  projected  water  demands. 
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To  meet  this  10  MGD  objective,  the  SFPUC  is  diversifying  its  water  supplies  through 
continued  implementation  of  water  conservation  programs,  development  of  groundwater 
to  augment  the  City's  drinking  water  supply,  and  by  development  of  recycled  water 
supplies  for  non-drinking  uses. 

The  SFPUC's  recycled  water  program  includes  the  Harding  Park  Recycled  Water 
Project,  which  is  anticipated  to  be  on-line  in  October  2012;  the  Westside  Recycled 
Water  Project,  which  is  currently  in  preliminary  design;  and  the  Eastside  Recycled 
Water  Project,  which  is  in  the  planning  phase.  Together  these  three  projects  will  supply 
approximately  4  MGD  of  recycled  water  within  San  Francisco. 

Project  Description 

The  proposed  Eastside  Recycled  Water  Project  (Project)  would  produce  and  deliver 
approximately  2  MGD  of  recycled  water  to  a  variety  of  customers  on  the  eastern  side  of 
the  City  (Exhibit  A).  The  potential  uses  are  mostly  irrigation  and  toilet  flushing;  other 
potential  demands  include  commercial/industrial  uses  such  as  cooling  and  wash-down. 
The  majority  of  the  recycled  water  demand  is  associated  with  the  major  developments 
located  along  the  City's  waterfront.  These  developments  have  or  will  be  dual-plumbed 
(with  a  separate  recycled  water  pipeline  system)  to  receive  and  distribute  recycled 
water,  consistent  with  the  1991  City  and  County  of  San  Francisco  Reclaimed  Water 
Ordinances  (SF  Public  Works  Code,  Article  22). 

The  Project  will  require  the  construction  of  a  new  treatment  facility(s)  to  produce 
recycled  water,  as  well  as  storage,  pumping,  and  pipeline  systems  to  distribute  water  to 
the  customers.  The  SFPUC  is  in  the  process  of  evaluating  the  treatment  process  and 
production  options,  as  well  as  potential  facility  site  alternatives. 

Recycled  Water  Treatment 

The  SFPUC  is  considering  two  concepts  for  the  production  and  distribution  of  recycled 
water.  The  "centralized  treatment"  concept  includes  one  treatment  facility  that  would 
produce  the  full  2  MGD  of  recycled  water  to  meet  the  total  estimated  project  demand. 
The  centralized  treatment  facility  would  ideally  be  centrally  located  to  all  of  the  major 
customers. 

The  "decentralized  treatment"  concept  would  include  two  facilities,  with  a  total  combined 
production  of  2  MGD.  Each  decentralized  facility  would  be  located  closer  to  major 
customers,  and  would  be  sized  to  serve  the  recycled  water  demands  in  the  immediate 
area.  For  the  Eastside  Project,  a  decentralized  scheme  would  include  one  facility  in  the 
northeast  and  one  in  the  southeast  part  of  the  City. 

General  Considerations  for  Treatment  Facility  Siting 

Preliminary  engineering  has  indicated  that  approximately  1  acre  of  land  is  needed  for 
each  potential  treatment  facility.  The  size  of  the  decentralized  facilities  may  vary  slightly 
depending  on  the  recycled  water  production  capacity.  The  facility  space  requirements 
will  be  refined  as  the  site-specific  engineering  analysis  moves  forward. 
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The  treatment  facility  would  ideally  be  located  in  close  proximity  to  the  source  of  water 
to  be  treated,  as  well  as  to  the  recycled  water  customers.  This  would  reduce  the  length 
of  pipelines  needed. 

Potential  Treatment  Facility  Sites 

Five  sites  have  been  identified  as  potential  locations  for  either  a  centralized  or 
decentralized  recycled  water  treatment  facility.  These  sites  are  briefly  described  below, 
and  shown  in  Exhibit  B: 

•  Seawall  Lot  337  -  Port  property  with  Mission  Rock  LLC  development  plans  in 
progress.  Preliminary  discussions  with  Port  staff  have  suggested  the  potential 
co-location  of  a  treatment  facility  with  the  proposed  parking  structure  on  Block  D 
of  the  development  concept.  Commercial  development  on  Seawall  Lot  337  is 
expected  to  be  dual-plumbed  for  recycled  water  use. 

•  Pier  70  -  Port  property  with  a  working  shipyard  and  adjacent  development  plans 
with  Orton  Development  Inc.  and  Forest  City  Development  California,  Inc.  in 
progress.  Commercial  development  at  Pier  70  is  expected  to  be  dual-plumbed 
for  recycled  water  use. 

•  Pier  90-94  Backlands  -  Port  property  in  an  industrial  area.  Port  staff  has 
indicated  a  preference  that  the  SFPUC  focus  its  analysis  on  Port  properties  north 
of  this  site  (Seawall  Lot  337  or  Pier  70). 

•  Selby  Street  &  Evans  Avenue  -  State  of  California  property  currently  used  for 
parking  and  storage.  The  site  is  located  in  an  industrial  area. 

•  Griffith  Pump  Station  -  SFPUC  property  adjacent  to  the  existing  Griffith 
Wastewater  Pump  Station.  The  SFPUC  currently  has  no  plans  for  this  parcel, 
which  is  located  in  an  industrial  area. 

Public  Outreach 

The  SFPUC  has  conducted  public  outreach  for  the  Eastside  Project  in  the  form  of  Open 
House  sessions,  workshops,  and  one-on-one  interviews  with  key  project  stakeholders. 
The  goal  of  early  outreach  efforts  was  to  inform  the  public  of  the  project,  and  solicit  their 
participation  in  the  project  planning  process.  Current  outreach  efforts  are  focused  on 
potential  facility  sites,  and  gauging  public  sentiment  on  the  sites,  as  well  as  project 
priorities  (cost  to  ratepayers,  community  benefits,  etc.).  To  date,  over  600  people  have 
taken  the  survey  on  potential  facility  sites,  and  provided  their  feedback. 

Next  Steps 

The  Eastside  Recycled  Water  Project  is  currently  in  the  Planning  Phase.  The  next  step 
in  planning  is  to  prepare  an  alternatives  analysis  report  ("Alternatives  Analysis"). 
Project  alternatives  will  be  formulated  for  the  five  sites,  and  those  alternatives  will  be 
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evaluated  using  technical,  social,  and  environmental  criteria,  along  with  the  estimated 
costs.  The  goal  is  to  identify  a  preferred  alternative  to  advance  to  environmental  review 
and  conceptual  engineering.  The  SFPUC  will  return  to  the  Port  to  share  the  results  of 
the  Alternatives  Analysis.  The  approximate  timeline  to  complete  the  Alternatives 
Analysis  is  January  2013. 

If  the  Alternatives  Analysis  suggests  that  a  Port  site  should  be  considered  as  the 
preferred  alternative  for  purposes  of  environmental  review  and  conceptual  engineering 
commencing  in  2013,  SFPUC  staff  will  coordinate  with  Port  staff  to  seek  Port 
Commission  authorization  for  this  next  step. 


Prepared  by:  Barbara  Palacios,  SFPUC  Project  Manager 
For:  Brad  Benson,  Special  Projects  Manager 


Exhibits 

A.  Eastside  Recycled  Water  Customer  Map 

B.  Eastside  Recycled  Water  Potential  Facility  Sites 


Exhibit  A  -  Eastside  Recycled  Water  Customer  Map 
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Exhibit  B  -  Potential  Sites  for  Eastside  Recycled  Water  Treatment  Facilities 
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MINUTES  OF  THE  MEETING 
TUESDAY,  OCTOBER  9,  2012 

1 .  CALL  TO  ORDER  /  ROLL  CALL 

Port  Commission  President  Doreen  Woo  Ho  called  the  meeting  to  order  at  2:05  p.m. 
The  following  Commissioners  were  present:  Doreen  Woo  Ho,  Willie  Adams  and 
Leslie  Katz.  Commissioner  Kimberly  Brandon  was  not  present. 

2.  APPROVAL  OF  MINUTES  -  September  25,  201 2 

ACTION:  Commissioner  Katz  moved  approval;  Commissioner  Adams  seconded  the 
motion.  All  of  the  Commissioners  were  in  favor.  The  minutes  of  the  September  25, 
2012  meeting  were  adopted. 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

4.  EXECUTIVE  SESSION 

A.  Vote  on  whether  to  hold  closed  session. 

ACTION:  Commissioner  Katz  moved  approval;  Commissioner  Adams 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor. 

At  2:06  p.m.,  the  Commission  withdrew  to  executive  session  to  discuss  the 
following  matters: 

(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-Citv/Port 
representative: 

a.     Property:  Piers  30/32  and  Seawall  Lot  330 

Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  & 
Development  and  Brad  Benson,  Special  Projects  Manager 
OEWD:  Jennifer  Matz,  Ken  Rich,  Tamsen  Drew 
*Negotiating  Party:  Golden  State  Warriors  and  GSW  Arena  LLC:  Rick 
Welts,  Ellen  Warner,  Jesse  Blout,  Michael  Cohen 

5.  RECONVENE  IN  OPEN  SESSION 

At  3:20  p.m.,  the  Port  Commission  withdrew  from  executive  session  and 
reconvened  in  open  session. 


ACTION:  Commissioner  Katz  moved  approval  to  adjourn  closed  session  and 
reconvene  in  open  session.  Commissioner  Adams  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

ACTION:  Commissioner  Katz  moved  approval  to  not  disclose  any  information 
discussed  in  closed  session;  Commissioner  Adams  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

6.  ANNOUNCEMENTS  -  The  Port  Commission  Secretary  announced  the  following: 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting: 

The  ringing  of  and  use  of  cell  phones,  pagers  and  similar  sound-producing 
electronic  devices  are  prohibited  at  this  meeting.  Please  be  advised  that  the 
Chair  may  order  the  removal  from  the  meeting  room  of  any  person (s) 
responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or  other  similar 
sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments: 

A  member  of  the  public  has  up  to  three  minutes  to  make  pertinent  public 
comments  on  each  agenda  item  unless  the  Port  Commission 
adopts  a  shorter  period  on  any  item. 

7.  EXECUTIVE 

A.    Executive  Director's  Report  -  Executive  Director  Monique  Moyer  reported  the 
following: 

•   U.S.  Coast  Guard,  SF  Fire  Department  and  Vortex  saved  a  60  ft.  boat  from 
sinking  -  September  29,  2012 

On  Saturday,  September  29,  2012,  a  pleasure  craft  vessel  named  Auntie  Em 
with  three  people  aboard  was  out  on  the  bay  and  struck  a  little  rock  known  as 
Little  Alcatraz  Rock,  which  is  located  to  the  west  side  of  Alcatraz  Island.  The 
impact  tore  a  sizeable  hole  into  the  boat's  hull.  The  boat  was  able  to  get  over 
to  Fisherman's  Wharf  into  the  Pier  431/2  area  and  hooked  up  alongside  a 
barge  being  run  by  Vortex  who  was  working  on  our  Pier  431/a  promenade 
construction  work. 

The  Coast  Guard,  the  San  Francisco  Fire  Department  Marine  Unit  and  the 
San  Francisco  Police  Department  Marine  Unit  responded  with  the  vessel 
assist.  They  also  needed  the  help  of  Vortex  who  used  their  crane  off  of  the 
barge  to  stabilize  the  vessel  so  that  she  could  be  appropriately  dewatered 
and  salvaged.  Without  that  crane  being  there,  they  had  a  difficult  time 
dewatering  it  because  of  the  size  of  the  hull. 
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This  is  something  that  happens  on  the  bay  that  represents  good  cooperation 
with  multi-agencies  as  well  as  private  sector  through  our  contractors  and 
others.  I  want  to  commend  the  U.S.  Coast  Guard,  the  San  Francisco  Police 
Department  Marine  Unit,  the  San  Francisco  Fire  Department  and  our 
contractor,  Vortex,  for  their  great  work.  I  especially  want  to  recognize  Ken 
Vogt,  the  Vortex  Shift  Foreman  in  charge  of  the  operation  that  day  at  Pier 
431/2  and  John  Miller,  the  Vortex  Construction  Superintendent,  who  also 
helped  and  were  both  extremely  helpful  and  professional  and  rose  above  and 
beyond  the  call  of  duty.  I'm  very  proud  of  that  solution.  The  boat  eventually 
made  it  to  Sausalito  where  it  could  be  repaired.  There  were  no  injuries,  so  all 
is  well  that  ended  well. 

•  America's  Cup  World  Series  Events  -  October  2-7,  2012 

•  Fleet  Week  Events  -  October  3-8,  201 2 

We  are  very  pleased  with  how  everything  turned  out  for  the  America's  Cup 
World  Series  and  Fleet  Week  events.  There  were  a  lot  of  lessons  learned 
which  we  will  be  employing  again  next  year.  The  amount  of  people  who 
came  to  the  San  Francisco  waterfront  running  from  the  Golden  Gate  Bridge 
all  the  way  down  to  the  AT&T  Ballpark  was  the  most  intensive  that  I've  ever 
seen  in  my  time  here. 

I  walked  that  distance  that  I  just  mentioned,  and  it  was  an  incredible  amount 
of  people  who  had  very  positive  energy.  There  was  every  type  of  mode  of 
transportation  possible.  You  could  see  bicycles,  motorcycles,  automobiles  as 
well  as  a  lot  of  people  and  families  with  strollers  or  wagons.  It  all  worked  very 
well.  We  also  were  able  to  get  our  cruise  passengers  in  and  out  at  Pier  35  on 
Saturday.  The  cruise  ship  on  Sunday  was  very  kind  to  anchor  offshore  so  the 
passengers  can  watch  the  Blue  Angels  and  the  America's  Cup  events  before 
coming  into  berth.  It  all  worked  really  great.  We  had  a  couple  of  little  minor 
medical  emergencies,  one  of  which  took  place  on  board  the  Jeremiah 
O'Bryan  during  the  Parade  of  Ships.  The  San  Francisco  Fire  Department 
responded  to  the  vessel  while  she  was  afloat  rather  than  at  berth  and  were 
able  to  take  the  individual  back  and  connect  with  a  landside  ambulance  and 
get  him  to  the  hospital. 

We're  very  proud  of  how  everything  worked  out  in  a  very  intensive  situation. 
We  will  be  looking  forward  to  some  after  action  reports  and  some  comments 
from  the  public  at  large,  but  generally  speaking,  we're  very  pleased  with  how 
it  went  except  we  would  have  loved  the  outcome  of  our  Giants  and  our  A's 
games  to  be  a  little  bit  different,  but  otherwise,  it  was  really  a  tremendous 
weekend.  \ 

Thank  you  to  the  approximately  1 ,000  Port  and  City  staff  who  worked  last 
weekend,  many  of  whom  posted  themselves  at  the  waterfront  all  weekend 
long,  several  of  whom  were  with  the  real  estate  division.  Our  Maritime 
Division  and  our  Homeland  Security  Division,  worked  around  the  clock. 
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We're  very  appreciative  of  all  the  work  that's  gone  into  this  and  we  look 
forward  to  doing  it  all  over  again  next  year. 

•    In  Memoriam  -  Frank  Alioto 

Frank  Alioto  passed  away  October  2,  201 2.  Frank  Alioto  was  born  to  the 
Fisherman's  Wharf  area  in  1929.  He  is  the  son  of  Nunzio  and  Grace  Alioto. 
Frank  and  his  younger  brother  Anthony  had  lifelong  business  arrangements 
throughout  Fisherman's  Wharf,  not  necessarily  on  Port  property.  They  were  a 
fixture  in  the  Fisherman's  Wharf  area.  Frank  was  a  local  boy,  went  to  Galileo 
High  School  then  served  in  the  Navy,  became  a  cook  on  the  USS  Piedmont 
during  the  Korean  War.  When  he  came  home  from  active  duty,  he  and  his 
brother  took  over  the  family  business  and  opened  the  Nunzio  Alioto  Specific 
Fare  Restaurant  with  a  full-service  crab  stand,  a  cafeteria  and  the  fine  dining 
room  known  as  the  Captain's  Cabin.  Later  he  expanded  into  other  real  estate 
ventures,  primarily  in  the  Fisherman's  Wharf  area.  Most  recently,  Frank  was 
a  member  of  the  Community  Benefits  District  and  participated  in  the 
Fisherman's  Wharf  Merchant's  Association.  There  will  be  a  memorial  mass 
held  on  October  1 1 ,  2012  at  St.  Peter's  and  Paul's  Church  at  666  Filbert 
Street  at  1 0:30  a.m.  In  lieu  of  flowers,  the  family  has  requested  donations  be 
made  in  his  memory  to  hospice.  I'd  like  to  thank  Frank  for  his  amazing 
contributions  over  many  decades  to  what  we  know  as  our  Fisherman's  Wharf 
area  today.  With  the  Commission's  concurrence,  I  ask  that  we  adjourn  the 
meeting  in  his  honor  today. 

Commissioner  Woo  Ho  -  On  behalf  of  the  Commission,  I  also  want  to  thank 
all  the  Port  staff  and  everybody  that  helped  out  this  past  weekend.  I  saw 
various  events.  We  went  on  the  ship  on  Friday  night,  and  we  watched  the 
Blue  Angels  from  two  different  vantage  points  and  also  watched  the 
America's  Cup  races.  While  I  wasn't  on  the  Embarcadero,  it  seemed  like 
everything  was  working  smoothly  in  the  city,  and  all  the  media  reports 
seemed  to  indicate  that.  Congratulations  to  everyone  involved  and  thank  you 
to  Port  staff  for  a  great  job  this  weekend.  It  gives  us  great  confidence  of  what 
we're  going  to  see  next  year  in  terms  of  the  Louis  Vuitton  Cup  and  the  finals 
for  the  America's  Cup.  I  wouldn't  be  surprised  if  the  America's  Cup  people 
said,  "Well  why  don't  we  do  it  the  same  weekend  as  Fleet  Week  again?"  I 
think  that  would  be  a  bit  much,  but  I  could  see  them  doing  that. 

Commissioner  Katz  - 1  echo  the  comments  of  my  colleague.  I  was  at  few 
different  places  around  the  city  and  bumped  into  some  of  our  staff  in  a  variety 
of  locales.  They  were  working  hard  and  we  owe  all  of  you  a  great  deal  of 
thanks  for  making  this  weekend  come  off  so  well.  As  I  said  in  our  last 
#  meeting,  this  is  going  to  be  a  real  test.  Once  we  got  through  it,  it  would  show 
that  next  year's  America's  Cup  will  be  a  piece  of  cake  hopefully.  I  want  to 
thank  our  staff  and  the  rest  of  the  City  family  for  coordinating  and  working 
together  because  in  large  measure  what  also  made  it  work  well  was  the 
coordination  with  Muni,  setting  up  the  bicycle  lanes  and  other  modes  of 
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transit.  I  took  Muni  to  get  down  here  and  was  amazed  at  how  easy  and  how 
smooth  it  was  to  get  around  and  how  everyone  seemed  to,  as  Director  Moyer 
said,  be  having  a  good  time,  That  was  a  nice  thing  to  see,  all  the  tourists  and 
others  in  our  city  enjoying  it,  and  the  weather  held  up  too.  Thank  you  to  our 
staff.  It  was  just  above  and  beyond  the  call  of  duty  from  so  many  of  you. 

8.  CONSENT 

A.  Request  authorization  to  Issue  a  Request  for  Proposals  (RFP)  Soliciting 
Hazardous  Waste  Disposal  Services.  (Resolution  No.  12-75) 

B.  Request  authorization  to  execute  approval  of  annexation  of  Pier  1  to  City  and 
County  of  San  Francisco  Special  Tax  District  No.  2009-1  (San  Francisco 
Sustainable  Financing)  and  approval  for  payment  by  the  Port  Commission  of  its 
pro  rata  share  of  special  taxes  as  subtenant  in  accordance  with  its  Sublease 
with  AMB  Pier  One  LLC.  (Resolution  No.  12-76) 

ACTION:  Commissioner  Katz  moved  approval;  Commissioner  Adams  seconded 
the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  Nos.  12-75  and 
12-76  were  adopted. 

9.  PLANNING  &  DEVELOPMENT 

A.    Informational  presentation  on  Port-BCDC  Planning  Studies  associated  with 
approval  of  the  Pier  27  James  R.  Herman  Cruise  Terminal  and  Northeast  Wharf 
Plaza  Projects. 

Diane  Oshima,  Planning  and  Development  Division  - 1  wanted  to  give  an 
informational  overview  regarding  planning  studies  that  the  Port  and  BCDC  will 
be  commencing  towards  the  end  of  this  year.  I'd  like  to  acknowledge  and 
recognize  Joe  LaClair  from  BCDC  who  is  in  the  audience  today. 

The  Port  and  BCDC  have  a  long  history  of  working  together.  As  part  of  the  Pier 
27  James  R.  Herman  Cruise  Terminal  and  Northeast  Wharf  Project  that  went 
through  the  entitlement  process,  it  required  amendments  to  BCDC's  San 
Francisco  Waterfront  Special  Area  Plan  because  there  were  exceptions 
associated  with  that  project  that  did  not  meet  with  the  current  policies  of  that 
plan.  We  had  approached  that  process  before  the  America's  Cup  Project  came 
to  play.  When  the  America's  Cup  Project  came  into  play,  we  ended  up  not 
having  enough  time  to  do  all  the  planning  work  that  we  would  normally  do  to 
reconcile  those  policy  issues  in  the  context  of  getting  approvals  for  the  Pier  27 
project.  With  the  cooperation  of  BCDC  and  the  public,  we  ultimately  were  able  to 
get  approvals  from  BCDC  both  in  the  form  of  amendments  to  their  plans  as  well 
as  a  major  permit  for  that  project,  which  included  conditions  that  require  the  Port 
and  BCDC  to  work  together  on  planning  studies  to  further  address  the 
outstanding  issues  that  we  were  not  able  to  address  when  the  Pier  27  project 
was  going  through. 
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This  informational  presentation  is  to  give  the  Commission  a  look  forward  as  to 
what  those  planning  studies  are  and  provide  a  schedule  for  the  next  steps. 
BCDC  Commission  received  a  similar  informational  presentation  last  week,  and 
so  we  wanted  to  make  sure  that  the  Port  Commission  and  the  public  had  the 
benefit  of  that  as  well. 

This  image  is  a  snapshot  and  it's  not  completely  up  to  date,  but  it's  fine  for  the 
purposes  of  the  presentation  today  in  terms  of  identifying  what  is  known  as 
open-water  basins  within  the  BCDC  Special  Area  Plan.  Those  are  the  four  blue- 
colored  areas  shown  between  Pier  27  and  the  ballpark  in  the  South  Beach 
Harbor.  Those  open-water  basins  in  the  plan  are  intended  to  be  permanent 
open-water  areas  that  are  either  in  place  now  or  are  to  be  created  so  that  from  a 
BCDC  standpoint  there's  always  a  place  where  there's  open  water  and  public 
views  and  venues  around  that  open-water  basin  to  be  able  to  provide  permanent 
benefits  to  the  public. 

The  open-water  basin  next  to  Pier  27,  the  northeast  wharf  open-water  basin  and 
the  green  oval  with  the  northeast  wharf  plaza  was  the  open-water  basin  that  we 
had  to  seek  exceptions  to  for  the  Pier  27  project.  Essentially  the  planning  studies 
that  are  required  focused  on  four  specific  areas. 

The  replacement  of  the  open-water  basin  between  Pier  35  and  China  Basin 
because  there  are  attributes  about  the  Pier  27  project  that  trigger  the  open-water 
basin  requirements  within  that  Pier  27  area,  we're  required  to  work  with  the 
community  on  a  public  process  to  identify  a  replacement  open-water  basin 
between  Pier  35  and  China  Basin  Channel. 

One  of  the  other  requirements  of  the  studies,  the  capital  strategy  for 
Embarcadero  Historic  District  resources,  which  involves  a  survey  of  all  of  our 
historic  piers  that  are  within  the  Embarcadero  Historic  District  to  identify  what 
their  condition  is  and  the  priority  for  either  rehabilitating,  repairing  or  removing 
them  over  time.  The  removal  of  these  historic  piers  would  be  addressing  some 
of  BCDC's  interests  in  removing  fill  in  the  bay. 

They  have  an  interest  in  having  the  Port  identify  what  their  outlook  is.  It  will 
involve  a  financial  strategy  for  making  any  kind  of  commitments.  We  would  have 
to  realistically  look  at  what  the  resources  are  in  order  to  be  able  to  support  that. 
We  will  be  able  to  take  into  account  the  current  financial  and  capital  situation 
that  the  Port  is  looking  at. 

The  other  requirement  is  balancing  maritime  and  public  access  needs.  When 
you  look  at  retaining  piers,  we're  looking  at  opening  up  opportunities  for  public 
access,  but  we're  also  mindful  of  the  building  needs  that  we  have,  the  various 
maritime  uses  along  the  waterfront. 

One  of  the  things  that  we're  going  to  be  looking  at  in  terms  of  what  the  pier 
values  are  those  maritime  uses  as  well  as  those  public  access  opportunities. 
The  Fisherman's  Wharf  open-water  basin  within  Fisherman's  Wharf  is  a  special 
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study  area  that  BCDC  and  the  Port  have  called  out  that  one  of  the  studies  is  for 
us  to  take  another  look  at  that  special  study  area  to  identify  whether  we  can 
create  an  open-water  basin  in  that  area  to  north  of  Pier  35  and  the  plaza  area  as 
well.  With  that,  we're  able  to  identify  those  kinds  of  public  resources.  We  will  be 
able  to  lift  some  other  BCDC  policies  that  right  now  are  impeding  our  tenants' 
abilities  to  maintain  substructure  and  the  restaurant  uses  in  that  area.  That 
process  is  somewhat  separate,  but  it  will  also  have  some  implications  for  the 
overall  scope  that  we're  taking  for  the  northern  half  of  the  waterfront  north  of 
China  Basin  Channel. 

To  do  that  work,  Port  and  BCDC  staff  started  developing  the  tasks  and  the  work 
program  to  carry  that  forward.  We  envision  convening  a  working  group  that 
would  be  developed  by  BCDC  and  Port  staff  with  community  stakeholders, 
preservation  stakeholders,  citywide  interests  who  have  a  stake  in  the  waterfront 
outcome  to  solicit  their  input  because  in  many  of  these  issues  there  will  be 
disagreements,  there  will  be  different  points  of  view.  It's  important  for  us  to  reach 
out  to  that  community. 

It  would  include  environmental  interests  including  Save  the  Bay,  a  very  strong 
constituent  of  BCDC  in  particular  as  well  as  the  Port.  We  would  be  working  with 
this  working  group  as  well  as  outreach  to  other  community  stakeholders  through 
this  process.  We  hope  to  have  that  working  group  defined  and  convened  by  the 
end  of  this  year  and  to  have  that  first  meeting  either  in  December  or  January  and 
then  convene  a  series  of  workshops  to  pose  the  questions  of  the  four  planning 
studies  that  I  just  described  such  that  Port  staff  and  BCDC  would  come  up  with 
recommendations  at  the  end  of  that  process. 

Some  of  the  questions  that  we  will  be  posing  in  the  course  of  these  planning 
studies  may  raise  other  questions  about  priorities  for  the  Port  in  terms  of  how  it 
should  be  addressing  its  update  of  the  10-year  capital  plan.  There  are  multiple 
benefits  in  terms  of  reaching  out  to  the  community  at  this  point  to  get  that 
information. 

We  intend  on  not  just  looking  at  the  narrow  confines  of  these  planning  studies, 
but  also  to  take  the  larger  waterfront  issues  into  account  as  well.  Hopefully  we 
will  be  able  to  provide  quarterly  updates  to  the  commission  just  to  keep  abreast 
of  the  process  that  we're  making  prior  to  coming  up  with  recommendations  at 
the  end  of  next  year. 

B.    Request  approval  of  the  First  Amendment  to  the  Exclusive  Negotiation 

Agreement  between  the  Port  of  San  Francisco  and  Seawall  Lot  337  Associates, 
LLC  for  the  lease  and  development  of  Seawall  Lot  337  and  Pier  48  bounded  by 
China  Basin  Channel,  Third  Street,  Mission  Rock  Street,  and  San  Francisco  Bay 
and  adjacent  to  AT&T  Park.  (Resolution  No.  12-77) 

Phil  Williamson,  Project  Manager,  Planning  and  Development  -  In  May  2009,  the 
Port  Commission  awarded  a  development  opportunity  to  Seawall  Lot  337 
Associates  LLC.  In  September  2010,  the  Port  entered  into  an  exclusive 
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negotiation  agreement  for  the  mixed-use  development  of  Seawall  Lot  337  and 
the  adjacent  Pier  48,  which  are  located  across  China  Basin  from  AT&T  Park. 

The  ENA  outlines  a  two-phase  approach.  Phase  1  allocates  24  to  30  months  for 
the  parties  to  reach  agreement  on  a  project  plan  and  financial  terms  culminating 
in  a  recommendation  to  the  Port  Commission  for  approval  of  a  term  sheet. 
Phase  2  allocates  three  years  to  complete  the  entitlement  and  permitting 
process  culminating  in  a  development  agreement  and  a  lease  at  the  end  of  that 
period. 

In  March  2012,  the  developers  submitted  a  revised  proposal  pursuant  to  the 
ENA  for  the  site.  Over  the  past  several  months,  Port  staff  along  with  the  City's 
Office  of  Economic  and  Workforce  Development  and  the  developer  have  been 
working  intensely  with  the  community  and  other  city  agencies  to  advance 
creative  land  use  and  financing  tools  for  the  project. 

The  proposed  Land  Use  Program  requires  approximately  $66  million  in 
developer  equity  to  finance  needed  entitlement  costs  and  infrastructure  costs. 
Staff  is  exploring  numerous  alternative  financing  methods  that  reduce  the 
amount  of  developer  equity  and  create  a  corresponding  increase  to  the  Port's 
land  value  from  the  site.  Staff  will  continue  ongoing  due  diligence  needed  to 
hone  these  tools  and  gauge  their  specific  financial  impact  before  including  them 
in  the  project  term  sheet  we  plan  to  present  to  the  Port  Commission  later  this 
year. 

The  complex  nature  of  these  discussions,  their  related  extensive  level  of  due 
diligence  and  lengthy  dialogue  in  coordination  with  staff  from  other  city  agencies 
required  a  significant  amount  of  time  in  excess  of  what  was  originally  planned 
when  the  ENA  was  being  negotiated  and  agreed  upon. 

As  a  result,  today  the  Port  Commission  is  being  asked  to  approve  a  six-month 
ENA  extension  to  the  Phase  1  performance  benchmarks  extending  the  term 
from  September  15,  2012  to  March  15,  2013.  This  extension  would  provide 
needed  additional  time  to  reach  agreement  on  the  efficient  use  of  the  promising 
finance  tools  now  being  investigated  to  incorporate  the  use  tools  into  the  project 
term  sheet  and  to  obtain  both  the  Port  Commission's  approval  of  that  term  sheet 
and  the  Board  of  Supervisors'  endorsement  of  the  term  sheet.  All  of  that  would 
happen  between  now  and  March  2013. 

Seawall  Lot  337  Associates,  LLC  is  signatory  to  the  ENA,  and  they  are 
represented  equally  by  the  Cordish  Company  and  Giants  Development 
Services.  The  formation  document  between  these  two  entities  acknowledges 
that  Cordish  will  withdraw  from  the  LLC  and  assign  its  membership  rights  to 
Giants  Development  Services  should  a  term  sheet  not  be  agreed  upon  by 
September  15,  2012  or  such  later  date  as  mutually  agreed  upon  by  the  parties. 

Port  and  OEWD  staff  have  been  informed  by  Giants  Development  Services  that 
indeed  Cordish  has  withdrawn  in  accordance  with  the  terms  of  the  agreement. 
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The  two  parties  remain  in  discussion  concerning  a  possible  future  role  for 
Cordish  going  forward.  As  a  result,  Giants  Development  Services  is  the  sole 
remaining  member  of  Seawall  Lot  337  Associates  LLC. 

Port  staff  believes  that  the  team  in  place  constitutes  seasoned  development 
professionals  that  are  capable  of  successfully  shepherding  the  project  through 
Phase  1  of  the  ENA  and  gaining  approval  of  the  project  term  sheet. 

ACTION:  Commissioner  Katz  moved  approval;  Commissioner  Adams  seconded 
the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  No.  12-77  was 
adopted. 

C.    Request  approval  of  term  sheet  for  Pier  70  20th  Street  Historic  Buildings 

development  opportunity  with  Orton  Development  Inc.  ("ODD.  (Resolution  No. 
12-78) 

Kathleen  Diohep,  Planning  and  Development  Group  -  I'm  requesting  Port 
Commission's  approval  of  the  transaction  terms  for  the  Orton  Development 
proposed  project  at  Pier  70. 

I  am  excited  to  report  that  we've  reached  a  conceptual  agreement  with  the  Orton 
team,  five  to  six  pages  of  business  terms  that  will  cast  the  formation  of  what  will 
end  up  being  a  substantial  document  that  will  be  in  front  of  the  Port  Commission 
early  next  year. 

If  the  Port  Commission  approves  the  term  sheet,  we  will  then  take  it  to  the  Board 
of  Supervisors  for  approval,  and  we  will  dive  into  the  next  level  of  project  review. 
The  Port  Commission's  and  the  Board's  endorsement  is  important  because  we 
don't  want  to  dive  further  into  the  process  until  we're  sure  that  the  policymakers 
are  on  board  with  us. 

The  Orton  Project  is  tied  to  those  specific  buildings,  which  are  in  the  overall 
context  of  Pier  70.  We  will  work  with  the  bigger  project  but  this  project  can  move 
forward  because  these  are  amazing  buildings  and  because  we  have  a  qualified 
team. 

This  is  the  fifth  time  that  this  project  was  presented  to  the  Port  Commission.  We 
hope  to  be  back  before  the  end  of  the  year.  We've  also  been  to  the  Central 
Waterfront  Advisory  Group  three  times  on  this  project  and  gotten  a  lot  of 
feedback  and  a  lot  of  support,  clearly  identifying  the  importance  to  the 
community  of  saving  these  buildings  and  the  importance  of  us  doing  this  well 
and  coordinating  it  with  the  rest  of  Pier  70. 

We're  rehabilitating  these  six  buildings.  The  two  buildings  on  the  northern  side  of 
20th  Street  will  be  reused  as  office  doing  different  things  than  what  Bethlehem 
Steel  once  did,  but  used  in  the  same  manner.  We  hope  to  bring  this  Power 
House  Building  to  a  restaurant  or  other  commercial  use. 
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We  envision  the  industrial  buildings  mostly  on  the  south  side  of  20  Street  as 
being  an  extension  of  the  economy  that  we're  currently  seeing  in  Dog  Patch, 
light  industrial,  arts,  recreation.  The  kinds  of  things  that  are  making  that  a  cool, 
new,  hot  area  and  that  we  can  accommodate  that  growth.  We  think  this  will 
create  jobs  for  400  to  500  people. 

This  project  has  been  important  to  the  Port  for  quite  a  while.  A  decade  ago,  the 
Port  was  in  a  contract  with  other  entities  to  do  this  project.  We  tried  a  number  of 
different  ways  to  make  this  project  happen. 

The  Port's  Capital  Plan  has  approximately  $109  million  of  unfunded  costs  for 
these  structures.  Orton  Development  Group  (ODI)  would  take  the  lead  and 
invest  their  funds  in  this  project.  These  are  the  high-level  reasons  why  we  think 
this  project  can  succeed  at  this  point.  ODI  has  brought  the  capital  costs  down  for 
a  number  of  reasons,  but  in  part  because  of  their  specialized  expertise  in  saving 
old  buildings. 

ODI  has  been  able  to  show  commitments  to  access  capital  and  has  put  their 
equity  on  the  table  and  will  secure  project  debt  and  historic  tax  credit  investors, 
which  is  a  very  inexpensive  source  of  equity  to  the  project. 

We've  designed  a  participation  rent  structure  where  the  Port's  income  is  behind 
some  of  this  other  equity  and  other  investors  so  that  we  can  bring  more  of  that 
money  to  the  table.  Because  of  those  reasons,  we  think  we  can  do  this  project 
now  and  not  wait  to  invest  substantial  public  money  into  it  as  we  once  thought. 

In  the  term  sheet,  ODI  has  agreed  to  invest  up  to  $14  million  of  their  equity  in  the 
project.  The  Port  is  investing  $1 .5  million,  which  is  already  budgeted  and 
planned  for  this  project  because  we  were  going  to  spend  money  to  prop  up 
these  buildings  because  we  didn't  think  we  could  get  to  them  in  time.  We've  put 
that  project  on  hold  and  are  going  to  redirect  those  capital  funds  from  shoring  up 
the  building  for  life  safety  reasons  to  actually  contribute  to  the  full  rehab. 

With  regards  to  the  participation  deal,  the  net  revenue,  after  paying  the  debt 
service  and  the  cost,  will  first  flow  back  to  the  ODI  to  repay  the  equity  that  they 
invested  and  to  recover  a  14  percent  return  on  that  equity.  Once  their  equity  is 
repaid,  we  share  in  the  net.  The  Port  also  has  participation  in  the  refinancing  and 
sales  proceeds. 

We  are  holding  back  on  our  income,  which  lets  us  bring  the  other  less  expensive 
costs  to  the  table.  It's  our  hope  to  minimize  the  amount  of  the  14  percent  capital. 
What  we  have  is  a  backstop,  the  commitment  to  have  the  money  to  get  these 
buildings  done.  We  have  also  introduced  into  the  deal  a  Port  base  rent.  This  is 
the  nuance  that's  different  from  what  the  ODI  team  proposed  in  January  and 
February. 

In  20  years,  there  will  be  a  base  rent  imposed,  which  will  be  $200,000  escalated 
by  CPI.  At  that  point  in  time,  ODI  will  pay  the  Port  the  greater  of  the  participation 
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rent  or  the  base  rent.  Even  if  they  haven't  burned  off  all  of  their  equity,  we  get 
the  base  rent.  Inherent  to  the  risks  of  this  project,  the  cost  unknowns,  the  term 
sheet  has  provisions  that  might  delay  when  this  base  rent  comes  in  if  we  find  in 
the  next  round  of  due  diligence  we  need  it. 

Our  projection  under  three  cases  of  what  our  revenue  would  be.  The  base  case 
scenario  is  what  we  think  at  a  $58  million  project  cost  the  Port's  income  would 
be.  By  2021 ,  the  Orton  equity  is  paid  off  and  we're  getting  $600,000  a  year  of 
income.  That's  the  point  where  the  first  30-year  mortgage  would  be  paid  off  and 
our  income  would  jump.  Typically  people  don't  last  out  the  30-year  mortgages; 
refinancing  happens  but  the  structure  would  participate  us  along  the  way. 

The  other  two  scenarios,  the  low  rents  and  the  high  costs,  those  are  both  looking 
at  what  if  Orton's  team  had  to  put  in  up  to  $14  million,  either  because  the  costs 
were  $14  million  higher  or  because  the  income  was  lower  than  expected  and  we 
couldn't  bring  as  much  debt  in.  In  those  two  cases,  you'll  see  that  the  base  rent 
after  20  years  that  starts  to  bring  revenue  into  the  Port  even  before  all  the 
equity's  paid  back.  If  we  get  these  little  bumps  along  the  way,  which  the 
escalation's  in  base  rent  but  it's  the  same  scenario  that  once  the  mortgage  is 
paid  off  and  then  you  pay  off  the  equity,  the  income  jumps. 

Worst  case  scenario,  we  get  some  level  of  rent  in  20  years.  Better  case,  we 
think  at  2021  assuming  construction  will  commence  in  2013,  we're  at  $600,000. 
Currently,  we  get  no  income  from  these  buildings.  In  fact,  we  incur  security  and 
maintenance  costs  to  prevent  vandals. 

All  of  the  work  here  will  be  done  to  meet  the  Secretary  of  Interiors'  standards  for 
historic  buildings.  These  are  some  of  the  most  important  historic  buildings.  It  will 
allow  us  to  bring  tax  credit  equity  to  the  project. 

Parking  for  this  project  will  be  part  of  the  Pier  70  wide  strategy.  In  the  near-term, 
we  can  provide  that  in  lots  and  on  the  street,  but  in  the  longer  term,  it's  part  of 
the  whole  plan.  The  ODI  team  will  work  with  the  shipyard  BAE  systems  because 
there's  still  electrical  power  running  through  the  power  house,  and  we've  got  to 
come  up  with  the  best  way  to  realign  that  to  keep  the  lights  going  there  and  to 
have  something  new  happen.  The  Orton  group  will  collaborate  in  the  whole  Pier 
70  wide  initiative,  working  with  Forest  City,  OEWD,  shipyard  and  the  Port  in  all 
those  efforts. 

Next  steps  -  We  will  seek  the  Board  of  Supervisors'  endorsement  of  the  project 
and  finding  that  this  project  is  fiscally  feasible,  that  this  is  a  good  business  deal 
for  the  city  to  move  forward  with  so  we  can  launch  into  the  next  levels  of  review. 
We'll  refine  the  project  including  the  Pier  70  wide  coordination.  We  hope  to  be 
back  in  January  for  the  lease  approval,  and  we  think  we  can  get  the  construction 
going  in  2013  and  not  long  after  that  the  first  occupancy  is  expected  in  2014. 


Thank  you  and  congratulations  to  the  Orton  team  for  their  contributions.  They've 
mentioned  a  few  times  that  this  is  a  difficult  but  a  very  typical  ODI  project.  I'm  not 

M10092012  -11- 


clear  that  we  are  a  typical  ODI  counterparty.  I  appreciate  their  patience  in  going 
through  and  learning  the  process  and  the  steps  that  they've  been  doing  with  us. 

Corinne  Woods  - 1  am  a  member  of  the  Central  Waterfront  Advisory  Group  and 
have  been  working  on  the  Pier  70  project  for  1 2  or  1 5  years  so  far.  We  have  had 
a  lot  of  discussions  with  Orton  Development.  They're  doing  a  phenomenal  job  of 
understanding  some  of  the  problems  with  the  historic  buildings  wanting  to  get 
moving  as  fast  as  possible  to  shore  them  up  so  they  don't  just  crumble  and 
come  up  with  adaptive  reuses  that  will  activate  the  20th  Street  Corridor.  I  urge 
your  support  for  this  project. 

Commissioner  Katz  - 1  want  to  thank  Orton  Development  and  our  staff,  Kathleen 
Diohep  and  others,  who  have  worked  on  this  very  unique  and  interesting  project. 
I'm  certainly  excited  to  see  this  step  in  the  process  come  forward.  I'm  very 
excited  about  what  will  be  coming  next.  I  want  to  thank  everybody  involved  for 
being  creative  and  making  sure  that  we  can  finally  get  this  project  moving 
forward. 

Commissioner  Woo  Ho  -  As  you  can  see  this  term  sheet  is  fairly  detailed.  This  is 
as  a  result  of  a  lot  of  conversations  and  discussions  that  the  staff  and  the 
Commission  has  had  in  terms  of  some  of  the  direction  that  were  given.  We're 
pleased  to  see  that  we've  gotten  to  this  step  today.  Hopefully  this  project  will 
move  forward.  Congratulations  and  thank  you  to  Mr.  Orton  and  James  Madsen. 

ACTION:  Commissioner  Katz  moved  approval;  Commissioner  Adams  seconded 
the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  Nos.  12-78  was 
adopted. 

D.    Informational  presentation  regarding  the  SFPUC's  Eastside  Recycled  Water 
Project  and  identification  of  Port  properties  as  potential  facility  sites. 

Brad  Benson,  Special  Projects  Manager  -  I'm  here  representing  a  Port  team  that 
is  working  on  this  project  specifically  Byron  Rhett.  We  also  have  representatives 
from  the  San  Francisco  Public  Utilities  Commission  (SFPUC)  -  Barbara 
Palacios,  Paula  Kehoe  and  Alison  Kastama.  The  Public  Utilities  Commission  is 
in  the  process  of  diversifying  its  local  water  supply.  They're  looking  at  recycled 
water  as  a  way  to  fulfill  some  of  the  city's  water  needs  and  have  approached  the 
Port  about  looking  at  a  number  of  potential  Port  sites  to  build  a  recycled  water 
plant  serving  the  east  side  of  the  city.  They're  looking  at  other  publicly  owned 
sites  as  well.  Barbara  will  provide  the  policy  overview  of  this  project,  some  of 
their  site  considerations  and  the  public  participation  process. 

Barbara  Palacios,  Project  Manager  with  SFPUC  -  I  will  be  providing  an 
introduction  to  our  Eastside  Recycled  Water  Project.  I  will  be  talking  briefly  about 
our  water  portfolio,  our  recycled  water  program  that  we're  implementing  in  San 
Francisco,  provide  more  details  on  the  Eastside  Project,  the  sites  that  we're 
considering  and  our  public  outreach  process  which  we  think  is  a  critical  part  of 
this  project  being  successful  in  moving  forward. 
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The  SFPUC  provides  drinking  water  to  2.6  million  people  in  the  Bay  Area  which 
includes  all  of  San  Francisco  and  our  27  wholesale  agencies  outside  of  the  city. 
The  water  is  conveyed  through  an  extensive  network  of  pipelines,  tunnels  and 
several  treatment  plants.  To  make  this  entire  system  more  reliable  and  less 
vulnerable  to  earthquakes,  we  are  implementing  our  Water  System  Improvement 
Program,  which  includes  projects  to  upgrade  this  complex  system. 

In  2008,  the  Programmatic  Environmental  Impact  Report  for  this  capital  program 
was  certified  by  the  San  Francisco  Planning  Commission.  As  part  of  the  EIR 
approval,  the  SFPUC  committed  to  limiting  our  regional  water  deliveries  to  the 
current  level  of  265  million  gallons  per  day.  For  the  City  of  San  Francisco,  this 
meant  developing  10  million  gallons  per  day  of  alternative  water  supplies  in  the 
city. 

To  meet  this  goal,  we're  pursuing  additional  water  conservation  measures  to 
reduce  demands  on  drinking  water.  We're  also  developing  new  sources  of 
supply  including  ground  water,  which  would  be  used  to  augment  our  drinking 
water  supply,  and  recycled  water,  which  would  be  used  for  non-drinking  uses 
such  as  irrigation  and  toilet  flushing. 

Moving  forward  with  the  implementation  of  our  program,  we  have  three  projects 
in  the  city:  (1)  The  Harding  Park  Project,  which  includes  the  construction  of  a 
reservoir  and  pump  station  that  would  be  used  to  store  water  produced  by  Daly 
City  for  the  irrigation  of  Harding  Park  Golf  Course.  This  project  will  be  online 
later  this  month.  (2)  The  Westside  Recycled  Water  Project,  which  is  in  the 
planning  and  pre-design  phase,  and  we've  produced  about  1.6  million  gallons  of 
recycled  water  for  the  irrigation  of  Golden  Gate  Park,  Lincoln  Park  and  the 
Presidio  Golf  Course.  (3)  On  the  east  side  of  the  city,  we  have  a  goal  of 
developing  a  project  to  produce  and  deliver  about  2  million  gallons  per  day  of 
recycled  water. 

Recycled  water  lets  us  devote  drinking  water  for  its  highest  purpose,  which  is 
drinking.  Using  recycled  water  for  irrigation  and  toilet  flushing  makes  sense.  The 
City  of  San  Francisco  is  committed  to  developing  recycled  water.  This 
commitment  began  back  in  1991  with  the  Recycled  Water  Ordinance  which 
required  large  developments  to  include  purple  pipe  for  the  purposes  of  irrigation 
and  toilet  flushing. 

The  city's  commitment  to  recycled  water  was  endorsed  again  in  2009  with  the 
park  code  amendments  which  called  for  maximizing  water  use  efficiency  and 
using  non-potable  water  on  park  properties.  Recycled  water  is  reliable  and 
drought  proof  and  we  believe  that  it's  an  investment  in  the  city's  future. 

Recycled  water  is  highly  treated  wastewater.  It  goes  through  several  treatment 
steps  to  make  it  safe  and  suitable  for  irrigation  and  other  non-drinking  uses. 
Under  a  typical  recycled  water  process,  wastewater  is  treated  at  the  wastewater 
treatment  plant,  which  on  this  side  of  the  city  is  the  southeast  plant  where  it 
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undergoes  primary  and  secondary  treatment.  The  product  from  that  process  is 
called  secondary  effluent,  and  that's  discharged  into  the  bay.  For  the  Recycled 
Water  Project,  we  would  take  a  side  stream  of  the  secondary  effluent  and  treat  it 
with  filtration  and  disinfection. 

You  may  have  also  heard  the  term  "scalping  plant"  or  "satellite  plant"  for 
recycled  water  treatment.  These  are  treatment  plants  that  take  wastewater 
directly  from  the  sewer  and  include  all  of  the  treatment  steps  to  produce  recycled 
water  including  the  first  two  steps  that  currently  happen  at  the  southeast  plant. 

You  may  have  also  heard  the  term  "grey  water."  Grey  water  and  recycled  water 
are  not  the  same  thing.  Grey  water  is  generated  from  wash  machines,  bathtubs, 
sinks.  It  has  some  soap,  but  it's  typically  considered  clean  enough  to  use  to 
water  plants.  Individual  homeowners  or  residents  can  install  a  grey  water  system 
for  their  own  on-site  use. 

On  the  east  side,  as  part  of  the  early  planning  work,  we  looked  for  potential 
customers  and  estimated  their  demands  for  non-drinking  water.  The  highest- 
demand  customers  are  located  in  the  eastern-most  part  of  the  city,  and  for  the 
most  part,  within  our  recycled  water  ordinance  zone.  In  essence,  these  are 
customers  that  have  or  will  be  dual  plumbed  in  accordance  with  the  recycled 
water  ordinance.  We've  identified  these  as  our  priority  customers. 

Now  that  we  know  who  we're  planning  on  serving,  the  next  step  in  our  process  is 
to  look  at  potential  sites  to  put  our  treatment  facility  or  facilities.  For  the  siting 
evaluation,  we  looked  at  parcels  that  were  at  least  an  acre  in  size,  currently 
vacant  or  with  no  major  buildings  or  structures,  again,  close  to  these  priority 
customers,  which  would  help  minimize  pipelines  through  the  congested  city 
streets,  and  close  to  the  source  of  water  to  be  treated. 

We  eliminated  parcels  that  were  designated  either  as  current  or  future  open 
space  or  parks,  and  we  contacted  property  owners  to  confirm  availability  or  the 
potential  to  integrate  with  development  plans. 

The  five  sites  that  have  been  identified  as  potential  treatment  facility  sites 
include  three  Port  properties:  (1)  Seawall  Lot  377,  (2)  Pier  70,  (3)  Piers  90/94, 
(4)  State-owned  parcel  at  Selby  and  Evans,  and  (5)  SFPUC's  own  Griffith  Pump 
Station. 

The  next  step  in  our  planning  process  is  to  conduct  alternatives  analysis.  The 
goal  is  to  identify  a  preferred  alternative  to  advance  to  conceptual  engineering 
and  environmental  review.  Alternatives  will  be  developed  for  these  five  sites,  and 
we'll  consider  the  concept  of  decentralized  treatment,  which  would  basically 
require  two  facilities,  one  in  the  north,  one  in  the  south  that  would  serve  all  of  the 
customers  that  we've  identified,  centralized  treatment,  which  would  have  one 
facility  that  would  serve  all  of  the  customers,  and  we  would  also  consider 
different  treatment  options.  We  would  look  at  treatment  that  would  take  the 
effluent  from  southeast  plant,  filter  that,  and  produce  recycled  water.  We  would 
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also  look  at  treatment  that  would  treat  wastewater  directly  from  the  sewer  or 
scalping  plant. 

The  alternatives  would  be  evaluated  using  environmental,  social  and  technical 
criteria  along  with  cost.  The  goal  is  to  identify  a  preferred  project  or  a  preferred 
alternative  that  we  can  move  forward.  If  the  results  of  the  analysis  indicate  that  a 
Port  site  should  be  considered  as  the  preferred  alternative,  we  would  return  to 
the  Port  Commission  for  Port  concurrence  before  we  move  forward. 

Public  involvement  has  been  a  critical  part  of  our  project.  We've  put  in  a  lot  of 
effort  to  make  sure  that  the  public  is  informed  of  the  project  and  the  sites  that 
we're  considering.  We've  been  talking  to  the  public  about  this  project  since 
summer  of  201 1 .  We  continued  our  outreach  with  some  open-house  sessions 
that  were  held  in  November  2012. 

We  also  held  some  workshops  in  January  and  March  2012.  This  year  we  also 
started  using  a  new  tool,  digital  outreach,  to  help  us  reach  more  people.  This  is 
an  iPad-based  survey  that  we're  using  in  one-on-one  interviews  in  the  streets  at 
special  events,  and  there's  also  an  online  version  of  this  survey. 

This  digital  outreach  has  helped  us  connect  with  hundreds  of  people  about  the 
project.  Our  objectives  for  setting  up  this  tool  were  to  provide  information  and 
increased  awareness  about  the  project,  to  gather  input  and  hear  concerns  that 
people  may  have  on  the  proposed  sites.  We  also  wanted  some  feedback  from 
the  community  on  what  the  priorities  should  be  when  developing  a  project  of  this 
nature.  Folks  were  asked  about  the  importance  of  minimizing  environmental 
impacts,  minimizing  project  costs,  designing  a  facility  that  fits  in  with  the 
surroundings,  providing  community  space  and  providing  recreational  space  as 
part  of  the  project. 

To  date  we've  actively  communicated  with  over  630  people  on  the  project.  No 
site  has  been  found  to  be  completely  unfavorable,  and  at  the  same  time,  no  site 
has  risen  to  the  top  as  being  a  definitive  proposal.  We  think  that  this  is  good 
because  at  this  point  it  suggests  that  we  could  likely  make  any  of  the  sites  work 
from  a  public  perception  or  a  public  acceptance  standpoint. 

In  terms  of  project  priorities,  most  people  rated  all  of  the  issues  that  we 
presented  to  them  as  being  somewhat  important  to  important.  The  public  did 
assign  more  importance  to  minimizing  environmental  impacts  and  slightly  less 
importance  on  providing  a  recreational  space  or  recreational  amenity  at  or  near 
the  project. 

We  have  a  second  round  of  outreach  interviews  underway,  and  we  also  have  an 
event  on  Saturday,  October  13,  2012.  We  are  joining  in  with  the  Southeast 
Community  Facility  Health  Fair.  We're  going  to  have  a  setup  for  people  to  learn 
more  about  the  project  and  provide  feedback. 
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In  terms  of  schedule,  our  project  team  is  working  on  developing  those  project 
alternatives  including  preliminary  layouts  for  each  site,  the  goal  of  which  is  to 
develop  and  have  that  recommended  alternative  early  in  January  2013.  We  plan 
to  circle  back  with  the  public  to  let  them  know  the  conclusion  of  the  process.  If 
one  of  the  recommended  alternatives  includes  a  Port  property,  we  would  come 
back  to  the  Port  Commission  before  we  move  forward.  In  terms  of  our  high-level 
schedule,  we're  looking  at  going  into  construction  around  2018. 

Brad  Benson  -  In  terms  of  Port  staff's  next  steps,  both  Seawall  Lot  337  and 
portions  of  Pier  70  are  under  exclusive  negotiating  agreements.  Seawall  Lot  337 
with  the  Giants  team  and  Mission  Rock  LLC  and  Pier  70  with  Orton 
Development,  Inc.  and  Forest  City.  We've  already  broached  this  topic  with  the 
developers  of  Seawall  Lot  337,  Mission  Rock  LLC  and  Forest  City  at  Pier  70.  We 
would  continue  to  have  that  dialogue  with  our  development  partners  to  see 
whether  or  not  a  facility  such  as  this  would  work  into  the  development  plans  for 
those  sites  and  make  sense  from  a  feasibility,  cost,  and  engineering  perspective. 

With  respect  to  the  Piers  90/94  backlands,  the  preliminary  Port  staff  feedback 
would  be  to  disfavor  that  site  compared  to  the  other  two  sites.  We  want  to 
respect  the  PUC's  process  for  evaluating  all  of  the  sites,  and  we'll  bring  all  of  the 
information  back  to  the  Port  Commission  for  consideration.  We  look  forward  to 
seeing  the  results  of  the  public  process.  We  appreciate  the  work  that  PUC  staff 
are  doing  on  the  project. 

Corinne  Woods  - 1  chair  the  Mission  Bay  Citizen's  Advisory  Committee  for  what 
was  the  Redevelopment  Agency  now  to  be  known  tentatively  as  the  Office  of 
Community  Infrastructure  and  Investment.  We've  had  purple  piping  in  Mission 
Bay  since  the  beginning  of  the  project.  We've  been  waiting  for  recycled  water  to 
run  through  those  pipes.  We've  been  participating  as  much  as  we  could  in  the 
process  of  moving  forward  the  recycled  water  plan.  Public  outreach  has  been 
spotty.  The  online  survey  I  can't  get  to.  The  opportunity  to  go  to  the  Bayview 
Health  Fair  is  a  tremendous  opportunity  to  find  out  what's  going  on  but  it  has  not 
been  widely  advertised,  nor  has  there  been  any  real  discussion  of  the  cost 
comparison  of  doing  the  treatment  near  the  southeast  plant  and  then  piping  it 
back  out  versus  doing  the  treatment  near  Seawall  Lot  337  or  Pier  70  or  Mission 
Bay  where  we're  going  to  be  using  the  recycled  water  and  having  to  do  less 
piping  once  you  get  it.  There  are  a  lot  of  questions.  I  don't  know  how  this  would 
fit  in  with  Seawall  Lot  337  or  Pier  70  if  you  need  an  acre  of  land.  I  want  this  to 
happen  as  soon  as  we  can  get  it  because  obviously  using  recycled  water  for 
irrigation  and  other  non-potable  uses  is  a  critical  part  of  reducing  using  water  for 
non-potable  uses.  There  are  still  a  lot  of  questions.  Please  ask  them. 

Commissioner  Katz  -  I,  too,  am  in  favor  of  the  project  moving  forward.  Brad 
already  answered  the  questions  I  was  going  to  ask  with  respect  to  the  ENAs  we 
have  in  place  on  those  two  sites.  Can  you  provide  a  bit  more  of  a  timeline  in 
terms  of  when  decisions  will  be  made,  how  much  more  public  outreach  might 
take  place  and  any  other  major  steps? 
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Barbara  Palacios  -  The  timeline  for  decisions  would  be  approximately  March  or 
April  2013  when  we  would  have  a  preferred  alternative  that  we  would  like  the 
Port  Commission  to  endorse  if  it  involves  a  Port  property.  If  not,  then  by  our 
commission,  in  either  case  by  the  PUC.  We'd  want  their  endorsement  of  a 
preferred  alternative  before  the  Port  Commission  move  forward  with 
environmental  review  and  conceptual  engineering. 

Commissioner  Katz  -  Will  there  be  any  other  opportunities  for  public  outreach 
and  to  have  the  public  weigh  in  and  if  you  wouldn't  mind  investigating  the  issue 
of  whether  it's  been  difficult  for  people  to  get  access  to  the  online  survey. 

Barbara  Palacios  -  We  only  know  of  one  person  who  had  an  issue,  and  it  was  an 
Explorer  issue.  I  thought  it  had  been  resolved  but  we  can  try  and  address  Ms. 
Woods'  issues.  It's  an  old  version  of  Internet  Explorer  that  doesn't  allow  access 
to  the  site  would  be  my  guess  having  experienced  it.  We  thought  it  had  been 
resolved,  so  maybe  there  are  still  some  glitches.  We  have  a  stakeholder  list  of 
1600  people  that  we  emailed  at  least  twice  now.  Alison  Kastama  will  talk  about 
PUC's  outreach  efforts. 

Alison  Kastama  -  We  have  already  sent  an  email  to  approximately  1 600  people 
regarding  our  latest  update  on  the  five  sites.  We're  doing  another  update  to  them 
in  advance  of  the  Southeast  Health  Fair.  We  also  did  a  mailing,  which  was  a  full- 
scale,  8V2  x  1 1 ,  two-sided  self-mailer  that  went  out  to  approximately  1 2,000 
people.  Those  were  within  approximately  500  feet  of  each  site  in  addition  to 
more  around  the  southeast  site  because  of  the  health  fair.  We  have  done  about 
600  surveys,  and  all  of  those  surveys  have  been  primarily  in  and  around  the  site 
location.  We  are  continuing  to  do  those  surveys.  The  digital  iPad  survey  is  the 
same  one  that's  online.  If  Ms.  Woods  is  not  able  to  access  it,  we  can  arrange  for 
her  to  do  that  on  an  iPad.  That's  actually  what's  going  to  be  available  at  the 
health  fair  on  Saturday,  October  13,  2012. 

In  addition,  we've  created  a  blog  for  this  project  and  our  groundwater  projects 
that  you  can  subscribe  to  and  get  email  updates  as  we  update  any  information. 
It's  a  very  active,  visual,  very  friendly  for  the  public  type  of  communication  tool. 
We've  found  it  works  well  with  our  construction  projects  for  the  Water  System 
Improvement  Program.  We're  using  the  same  model  for  this  so  that  as  we  come 
to  next  steps  updates,  availability  of  reports  or  anything  of  that  nature,  they  can 
comment  on  this  blog  so  that  will  be  emailed  out  automatically. 

Commissioner  Katz  -  In  terms  of  potential  advantages  of  having  the  site  located 
closer  to  the  desired  location  or  where  there  will  be  the  greatest  usage  of  the 
recycled  water,  does  that  factor  in  at  all?  What  are  the  pros  and  cons  of  that? 

Barbara  Palacios  -  The  purpose  of  the  alternatives  analysis  is  to  look  at  these 
different  options  and  develop  cost  so  that  we'll  know  if  it  is  more  expensive  to 
have  a  plant  at  Site  A  and  run  a  pipe  up  to  the  site  or  if  it  is  more  cost  effective  to 
have  the  plant  closer  to  the  site.  All  of  that  will  be  part  of  the  alternatives 
analysis. 
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Commissioner  Woo  Ho  -  Following  up  on  that  question,  I  want  to  understand 
better  your  criteria.  You  have  the  five  proposed  sites  and  obviously  you're  going 
to  look  at  each  site  to  determine  the  costs  but  what  are  the  primary  buckets  of 
criteria  that  will  help  you  narrow  it  down?  You  mentioned  the  community's 
perception  as  one,  but  I  don't  know  how  much  that  weighs  and  cost  is  another 
factor.  I'm  trying  to  figure  out  how  you're  going  to  narrow  it  down  to  which  site 
and  obviously  there  will  be  financial  analysis,  which  I  have  some  questions.  Is 
there  a  way  you  can  tell  us  what  the  criteria  is  going  to  be  used  to  narrow  down 
the  sites? 

Barbara  Palacios  -  We  haven't  finalized  the  list  of  criteria,  but  the  buckets  are 
environmental,  social  and  technical.  From  a  social  perspective,  we'll  be  looking 
at  neighborhoods  that  might  be  impacted  by  the  facility  and  truck  traffic.  Air 
quality  and  environmental,  we  consider  air  quality,  greenhouse  gas  emissions, 
impacts  to  sensitive  resources,  historic  resources.  From  a  technical  perspective, 
the  different  treatment  options  have  different  nuances.  Satellite  plants,  we'll 
likely  have  less  pipelines,  but  they  have  their  own  operation  issues  that  make 
them  a  little  bit  more  cumbersome  to  operate.  I  feel  like  I'm  getting  in  the  weeds 
but  we  can  always  come  back  to  the  Port  Commission  with  the  valuation  criteria 
if  you're  interested. 

Commissioner  Woo  Ho  -  We're  just  trying  to  understand  it  at  a  general  level.  The 
other  question  is  on  the  design  of  these  plants.  Part  of  it  is  how  is  it  going  to  fit 
in?  It's  probably  an  exaggeration,  but  in  the  old  days,  power  plants  are  eye 
sores.  I'm  sure  this  is  not  the  case.  Obviously  we're  concerned  about  what  these 
plants  look  like  and  whether  they  fit  in  with  what  is  being  designed  or  what  we 
hope  to  have  designed  on  some  of  these  sites  that  are  very  exciting  for  the  Port 
going  forward. 

Barbara  Palacios  -  The  alternatives  analysis  won't  develop  like  an  architectural 
rendering.  That's  something  that  would  be  developed  later  but  as  part  of  the 
project,  we  would  assume  that  it  would  be  designed  to  blend  in  with  the 
surroundings  to  the  extent  possible.  Recycled  water  plants  aren't  your  typical 
industrial  facility.  There  are  no  stacks  there.  The  treatment  process  is  pretty  self- 
contained.  In  other  cities,  they  are  located  in  buildings  that  look  like  they  can  be 
designed  to  look  like  a  warehouse.  They've  been  designed  to  look  like  a  barn. 
They  can  be  designed  pretty  much  to  blend  in  with  the  neighborhood. 

Commissioner  Woo  Ho  -  This  is  getting  technical  but  I'm  curious  to  know  the 
charge  for  the  end-user  consumer  for  drinking  water  versus  the  recycled  water. 
What  is  the  intention?  You  may  not  have  decided  the  exact  cost  but  what  is  the 
intention?  Is  it  going  to  be  two  different  rates? 

Barbara  Palacios  -  We  have  not  decided  that  yet.  That's  something  that  will  be 
developed  as  the  city  gets  closer  to  producing  its  own  recycled  water.  That's  still 
undetermined. 


Commissioner  Woo  Ho  -  So  you  wouldn't  have  any  idea  at  this  point? 
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Barbara  Palacios  -  It  would  not  be  more  expensive  than  drinking  water. 

Commissioner  Woo  Ho  -  Even  though  we're  all  in  favor  of  it  and  understand  the 
rationale  for  it,  would  the  cost  of  recycled  water  initially  be  more  expensive  than 
just  having  regular  water? 

Barbara  Palacios  -  The  cost  to  produce  it  or  the  cost  that  it  would  be  sold  at? 

Commissioner  Woo  Ho  -  The  cost  to  produce  it  since  you  have  a  choice  on  the 
cost  that  it  would  be  sold  at.  I'd  like  to  know  the  cost  to  produce  it  in  terms  of 
what  is  known  in  the  industry  today. 

Barbara  Palacios  -  Recycled  water  is  not  an  inexpensive  product. 

Commissioner  Woo  Ho  -  At  this  point,  has  PUC  already  put  up  a  pool  of  funding 
aside  for  this  recycled  water  project? 

Barbara  Palacios  -  Yes,  the  project  is  fully  funded  through  planning,  design  and 
environmental  review.  We  also  have  a  capital  improvement  program  under  the 
water  enterprise. 

Commissioner  Woo  Ho  - 1  understand  this  may  not  have  been  worked  through 
yet,  but  if  it's  on  a  Port  site,  what  is  the  vision  of  what  the  Port  would  receive  on 
the  other  end? 

Brad  Benson  -  Earlier  you  were  talking  about  the  criteria  that  PUC  would  use  for 
their  siting  considerations,  and  they're  going  to  be  looking  at  cost.  That  would 
include  the  cost  of  land  at  these  sites.  They're  looking  at  the  social  and  technical 
criteria.  They  will  do  a  triple  bottom  line  analysis.  The  Port  Commission's 
considerations  as  to  whether  or  not  this  facility  should  go  on  Port  property  are 
probably  going  to  use  different  criteria,  looking  at  what  is  the  achievable  rent  or 
other  public  benefit  that  could  be  built  on  Port  property. 

With  respect  to  how  it  fits  into  planned  Port  developments,  we  are  looking  at, 
with  one  of  our  development  partners,  doing  a  design  charrette  to  see  whether 
or  not  a  facility  like  this  could  be  co-located  with  a  parking  structure,  to  see 
whether  or  not  you  can  have  a  highly  functioning  garage  that  could  work  with 
this  recycled  water  plant  within  the  footprint  of  that  facility.  We  would  be  looking 
to  use  the  time  between  now  and  when  the  Port  Commission  would  be  asked  to 
weigh  in,  if  a  Port  site  reaches  the  top  of  the  list,  at  developing  a  companion  set 
of  Port  criteria  that  we  would  bring  to  the  Port  Commission  as  a  basis  for  making 
a  decision  on  this  project.  Certainly  rent  is  something  that  we're  always 
interested  in. 

Commissioner  Adams  -  This  is  a  good  concept.  My  fellow  commissioners  have 
asked  some  very  intelligent  questions.  As  Brad  pointed  out,  the  Port  may  not 
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even  be  the  site  that's  chosen,  so  we  just  have  to  wait.  This  project  is  still  in  the 
infancy  stage. 


10.  NEW  BUSINESS 

11.  PUBLIC  COMMENT 

12.  ADJOURNMENT 

ACTION:  Commissioner  Katz  moved  approval  to  adjourn  the  meeting  in  memory  of 
Frank  Alioto;  Commissioner  Adams  seconded  the  motion.  All  of  the  Commissioners 
were  in  favor. 


Port  Commission  President  Woo  Ho  adjourned  the  meeting  at  4:28  p.m. 
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SAN  FRANCISCO  PORT  COMMISSION 


/ 


Doreen  Woo  Ho,  President 
Kimberly  Brandon,  Vice  President 
Willie  Adams,  Commissioner 
Leslie  Katz,  Commissioner 

Monique  Moyer,  Executive  Director  Amy  Quesada,  Commission  Secretary 

Phone:  415-274-0400;  Fax  415-274-0412       Phone:  415-274-0406;  Fax  415-274-0412 

AGENDA 

TUESDAY,  OCTOBER  23,  2012 
2:00  P.M.  CLOSED  SESSION 
3:15  P.M.  OPEN  SESSION 

PORT  COMMISSION  HEARING  ROOM,  SECOND  FLOOR 
FERRY  BUILDING,  SAN  FRANCISCO  CA94111 

PLEASE  NOTE  THE  DATE  &  TIME  OF  THE  MEETING 


The  Port  Commission  Agenda  as  well  as  Staff  Reports/Explanatory  Documents  available  to  the 
public  and  provided  to  the  Port  Commission  are  posted  on  the  Port's  Website  at  www.sfport.com. 
The  agenda  packet  is  also  available  at  the  Pier  1  Reception  Desk.  If  any  materials  related  to  an 
item  on  this  agenda  have  been  distributed  to  the  Port  Commission  after  distribution  of  the  agenda 
packet,  those  materials  are  available  for  public  inspection  at  the  Port  Commission  Secretary's 
Office  located  at  Pier  1  durina  normal  office  hours. 


1 .  CALL  TO  ORDER  /  ROLL  CALL 

2.  APPROVAL  OF  MINUTES  -  October  9,  201 2  GOVERNMENT 

DOCUMENTS  DEPT 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

OCT  1  9  2012 

4.  EXECUTIVE  SESSION 

a    x,  ♦        u  «,    ♦  u  w  ,     a  SAN  FRANCISCO 

A.  Vote  on  whether  to  hold  closed  session.  PUBLIC  LIBRARY 

An  Executive  Session  has  been  calendared  to  discuss  the  following  matters: 

(1)  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-Citv/Port 
representative: 


§ 


a.  Property:  Pier  28V2,  portions  of  submerged  Bay  lands  and  portions  of 
the  shoreline  at  the  foot  of  23rd  Street;  portions  of  Custer  Avenue,  Evans 
Avenue,  Davidson  Avenue  and  Ingalls  Street  in  the  vicinity  of  the  former 
Hunter's  Point  Power  Plant;  and  Pacific  Gas  &  Electric  owned  parcels 
Block  4120  Lot  2  and  Block  41 10  Lot  8a  near  22nd  and  Illinois  Street. 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development  and  Brad  Benson,  Special  Projects  Manager 
*Negotiating  Parties:  Developer:  Pacific  Gas  &  Electric:  Darin  Polsley 

Under  Negotiations:  Price  Terms  of  Payment  X  Both 

PG&E  has  proposed  to  construct  a  new,  single  circuit  transmission  line 
between  its  Embarcadero  Substation  and  its  Potrero  Substation  to 
increase  reliability  of  electric  service  to  downtown  San  Francisco  and 
provide  operational  flexibility.  A  portion  of  the  line  is  proposed  to  be 
constructed  on  property  owned  by  the  Port  pursuant  to  a  license 
agreement  between  the  Port  and  PG&E.  In  this  executive  session,  the 
Port's  negotiator  seeks  direction  from  the  Port  Commission  regarding 
the  price  and  terms  of  payment,  including  the  fee  structure  and  other 
factors  affecting  the  form,  manner,  and  timing  of  payment  or  other 
consideration  (such  as  whether  Port  acquisition  of  all  or  a  portion  of 
PG&E  owned  parcels  at  the  intersection  of  22nd  and  Illinois  Streets 
(Assessor's  Blocks  4120  lot  2  and  Block  41 10  Lot  8a)  or  disposition  of 
Port  owned  paper  streets  to  PG&E  (portions  of  Custer  Avenue,  Evans 
Avenue,  Davidson  Avenue  and  Ingalls  Street)  should  be  included  in  the 
negotiation,  potentially  as  a  form  of  compensation  or  other 
consideration).  In  particular,  the  executive  session  discussions  will 
enhance  the  capacity  of  the  Port  Commission  during  its  public 
deliberations  and  actions  to  set  the  price  and  payment  terms  that  are 
most  likely  to  maximize  the  benefits  to  the  Port,  the  City  and  the  People 
of  the  State  of  California. 

b.  Property:  Piers  30/32  and  Seawall  Lot  330 

Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  & 
Development  and  Brad  Benson,  Special  Projects  Manager 
OEWD:  Jennifer  Matz,  Ken  Rich,  Tamsen  Drew 
*Negotiating  Party:  Golden  State  Warriors  and  GSW  Arena  LLC:  Rick 
Welts,  Ellen  Warner,  Jesse  Blout,  Michael  Cohen 

Under  Negotiations:  Price  Terms  of  Payment  X  Both 

Pursuant  to  Resolution  No.  12-61,  the  Port  Commission  awarded  GSW 
Arena  LLC  an  exclusive  negotiation  agreement  for  the  potential  lease, 
disposition  and  development  of  real  property  interests  in  Piers  30-32 
and  Seawall  Lot  330.  In  this  executive  session,  the  Port's  negotiators 
seek  direction  from  the  Port  Commission  regarding  price  and/or  terms 
of  payment,  including  rent  structure,  financing  mechanisms  and  other 
factors  affecting  the  form,  manner  and  timing  of  payment  of  the 
consideration  for  the  property  interests.  The  executive  session  will 
enhance  the  capacity  of  the  Port  Commission  during  its  public 
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deliberations  and  actions  to  set  the  price  and  payment  terms  that  are 
most  likely  to  maximize  the  benefits  to  the  Port,  the  City  and  the  People 
of  the  State  of  California. 

5.  RECONVENE  IN  OPEN  SESSION 

A.  Possible  report  on  actions  taken  in  closed  session  pursuant  to  Government 
Code  Section  54957.1  and  San  Francisco  Administrative  Code  Section  67-12. 

B.  Vote  in  open  session  on  whether  to  disclose  any  or  all  executive  session 
discussions  pursuant  to  Government  Code  Section  54957.1  and  San  Francisco 
Administrative  Code  Section  67.12. 

6.  ANNOUNCEMENTS 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting: 

Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers  and  similar 
sound-producing  electronic  devices  are  prohibited  at  this  meeting.  Please  be 
advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any 
person(s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or  other 
similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments: 

Please  be  advised  that  a  member  of  the  public  has  up  to  three  minutes  to  make 
pertinent  public  comments  on  each  agenda  item  unless  the  Port  Commission 
adopts  a  shorter  period  on  any  item. 

7.  EXECUTIVE 

A.  Executive  Director's  Report 

•  Milestone  Update:  Pier  43V2  Bay  Trail  Project 

•  Milestone  Update:  Pier  Vs.  Removal  Project 

•  Breakbulk  Americas  Conference  Feedback  -  October  8-1 1 ,  201 2 

B.  Informational  presentation  on  Employment  and  Economic  impacts  as  a  result  of 
recent  Infrastructure  improvements  at  the  BAE-San  Francisco  Ship  Repair  yard. 

8.  CONSENT 

A.    Request  approval  of  a  proposal  by  the  Black  Rock  Arts  Foundation  to 

retroactively  extend  the  Port  Commission  approved  temporary  installation  of 
public  art  located  near  Mission  Street  on  the  east  side  of  The  Embarcadero,  on 
the  plaza  between  the  Agriculture  Building  and  Pier  14,  by  five  months  until 
March  7,  2013.  (Resolution  No.  12-  83) 
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9.     REAL  ESTATE 


A.  Request  approval  of  a  Second  Amendment  to  Lease  No.  L-1 51 69  with 
Autodesk,  Inc.,  a  Delaware  corporation  to  add  approximately  18,499  square  feet 
of  office  space  and  unimproved  shed  space  located  at  Pier  9  (the  "Expanded 
Premises")  to  its  current  Lease  for  use  as  office  and  manufacturing  space  and  to 
extend  the  term  of  the  Lease  to  a  total  of  1 20  months,  subject  to  Board  of 
Supervisors'  approval.  (Resolution  No.  12-79) 

B.  Request  approval  of  a  Mutual  Termination  Agreement  with  DNA  Direct,  a 
Delaware  Corporation,  of  Lease  No.  L-1 4871  located  at  Pier  9,  Suite  105  at  the 
foot  of  Broadway  and  The  Embarcadero.  (Resolution  No.  12-80) 

C.  Request  approval  of  direct  negotiations  and  Lease  No.  L-1 51 99  (the  "Lease") 
with  the  Black  Coalition  on  AIDS  ("BCA"),  a  Not-For-Profit  Corporation,  for 
approximately  7,369  square  feet  of  a  free  standing  building  and  approximately 
4,235  square  feet  of  paved  land  located  at  601  Cesar  Chavez  Street  for  use  as 
offices,  a  restaurant  and  other  services  relating  to  BCA's  mission,  for  a  term  of 
60  months,  with  one  36  month  Term  Extension  Option  at  Port's  sole  discretion. 
(Resolution  No.  12-81) 

D.  Request  consent  to  the  transfer  of  (i)  Lease  No.  L-1 2507  for  premises  located  at 
Wharf  92  and  (ii)  Lease  No.  L-1 3438  for  premises  located  at  Seawall  Lot  344,  in 
connection  with  the  purchase  of  100%  of  the  equity  interests  of  Bode  Concrete 
LLC  and  Bode  Gravel  Co.  by  Central  Concrete  Supply  Co.,  Inc.,  a  wholly-owned 
subsidiary  of  U.S.  Concrete,  Inc.  (Resolution  No.  12-82) 

10.  PLANNING  &  DEVELOPMENT 

A.  Informational  update  on  status  of  Port  infrastructure  work,  tenant  relocation  and 
other  Port  obligations  under  the  Lease  Disposition  Agreement  in  preparation  for 
the  34th  America's  Cup  Events  in  2012  and  2013. 

B.  Request  authorization  to  enter  into  an  agreement  with  the  United  States  Navy 
for  the  Navy  to  provide  services  to  the  Port  to  prepare  Drydock  #1  for  demolition 
and  disposal.  (Resolution  No.  12-  84) 

11.  NEW  BUSINESS 
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12.  PUBLIC  COMMENT 

Public  comment  is  permitted  on  any  matter  within  Port  jurisdiction  and  is  not  limited  to 
agenda  items.  Public  comment  on  non-agenda  items  may  be  raised  during  New 
Business/Public  Comment.  A  member  of  the  public  has  up  to  three  minutes  to  make 
pertinent  public  comments  before  action  is  taken  on  any  agenda  item  and  during  the 
new  business/public  comment  period.  It  is  strongly  recommended  that  public 
comments  be  submitted  in  writing  so  they  can  be  distributed  to  the  Commissioners  for 
their  review.  Please  fill  out  a  speaker  card  and  hand  it  to  the  Commission  Secretary. 
If  you  have  any  question  regarding  the  agenda,  please  contact  the  Commission 
Secretary  at  274-0406. 

13.  ADJOURNMENT 
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FORWARD  CALENDAR 
(TARGETED  COMMISSION  MEETING,  SUBJECT  TO  CHANGE) 


NOVEMBER  13,  2012 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Pier  30/32  and 
SWL  330 

Informational 

Present  and  possible  action  on  Fiscal 
Feasibility  Analysis  for  the  Warriors  proposed 
multi-use  facility  and  related  development  on 
Piers  30/32  and  Seawall  Lot  330 

2 

SWL  337 

Informational 

Present  Seawall  Lot  337  feedback  from 
October  27,  2012  community  workshop 

3 

Pier  70  Waterfront 
Site  (Forest  City) 

Informational 

Present  Forest  City's  proposed  plan  for  the  Pier 
70  Waterfront  Site 

4 

Pier  221/2 

Informational 

Present  San  Francisco  Fire  Department 
Earthquake  Safety  and  Emergency  Bond 
Improvement  at  Pier  221/a 

5 

Contracting  Report 

Action 

Accept  Quarterly  Contracting  Report  on 
contracting  activities  for  July  1 ,  2012  through 
September  30,  2012 

6 

Pier  50 

Action 

Authorize  advertisement  of  competitive  bids  for 
the  Pier  50  Maintenance  Storage  Shed, 
Contract  No.  2750 

7 

South  Beach 
Harbor 

Action 

Consider  agreements  between  the  Port 
Commission  and  the  Successor  Agency  to 
mutually  terminate  13  ground  leases  in  the 
South  Beach  project  area  and  set  business 
terms  for  the  transfer  of  the  South  Beach 
Harbor  Program 

8 

South  Beach 
Harbor 

Action 

Request  approval  of  new  structure  for  South 
Beach  Harbor  Berthing  Rates  and  Parking 
Management 

9 

Professional 
Services  Contract 

Action 

Request  authorization  to  award  up  to  three 
professional  services  contracts  for  As-Needed 
Engineering  and  related  Professional  Services 

DECEMBER  11,2012 


FACILITY/  POLICY 

ITEM 

TITLE 

1 

Pier  70  Waterfront 
Site  (Forest  City) 

Informational 

Present  Forest  City's  proposed  term  sheet  for 
the  Pier  70  Waterfront  Site 

2 

SWL  337 

Informational 

Present  Seawall  Lot  337  term  sheet 

3 

Portwide 

Informational 

Update  on  the  status  of  the  Port's  Blue 
Greenway  Projects 

4 

Pier  9 

Action 

Request  approval  of  Second  Amendment  to 
Lease  No.  L-14282  with  the  San  Francisco  Bar 
Pilots  Benevolent  and  Protective  Association 
amending  the  rental  schedule  throughout  the 
term  of  the  lease  for  space  located  at  Pier  9 
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JANUARY  8,  2013 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Informational 

Present  status  of  yellow  tagged  facilities 

2 

Pier  70  Waterfront 
Site  (Waterfront 
Site) 

Action 

Request  Port  Commission's  endorsement  of 
the  term  sheet  with  Forest  City  for  the  Pier  70 
Waterfront  Site 

3 

SWL  337 

Action 

Request  approval  of  Term  Sheet  between  Port 
and  Seawall  Lot  337  Associates,  LLC  for 
development  of  a  mixed  use  project  at  Seawall 
Lot  337  (bounded  generally  by  China  Basin,  the 
San  Francisco  Bay,  Mission  Rock  Street  and 
Third  Street 

DATE  TO  BE  DETERMINED 


FACILITY/POLICY 

ITEM 

TITLE 

1 

Portwide 

Action 

Request  approval  to  enter  into  agreements  with 
the  San  Francisco  Municipal  Transportation 
Agency  and  the  regional  bike  share  program 
operator  to  use  Port  property  for  the  Bay  Area 
Regional  Bike  Share  Pilot  Program 

2 

SWL  351 

Action 

Request  approval  of  resolution  recommending 
that  the  Board  of  Supervisors  form  a  City  and 
County  Infrastructure  District  No.  2  and  adopt 
the  Infrastructure  Financing  Plan  included  in 
Appendix  C  which  will  capture  tax  increment 
from  the  Seawall  Lot  351  project  (commonly 
known  as  the  8  Washington  Street  project)  for 
site  open  space  improvements,  the  Cruise 
Terminal  project,  under-pier  utilities  and  pier 
substructure  repairs;  and  authorizing  the  Port's 
Executive  Director  to  enter  into  a  Memorandum 
of  Understanding  with  the  City  and  County  of 
San  Francisco  acting  through  the  Controller's 
Office  to  implement  the  District 

3 

Pier  70 

Action 

Request  approval  of  Federal  Cost  Sharing 
Agreement  between  the  Port  of  San  Francisco 
and  the  U.S.  Army  Corps  of  Engineers  for  study 
of  the  Central  Basin  Dredge  Project 
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COMMUNICATIONS  RECEIVED  BY  THE  PORT  COMMISSION 


•  From  the  Association  of  Pacific  Ports,  invitation  to  the  APP's  fall  seminar,  Effective  Rail 
Connection  for  Ports,  on  November  16,  2012  at  Portland  International  Airport 

•  From  Recology,  invitation  to  the  Annual  Salmon  Dinner,  on  October  18,  2012,  at 
Recology  Golden  Gate  office 


NOVEMBER/DECEMBER  2012 
CALENDAR  OF  UPCOMING  PORT  MEETINGS  -  OPEN  TO  THE  PUBLIC 


DATE 

TIME 

GROUP 

LOCATION 

NOV.  13 

2:00  p.m. 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

3:15  p.m. 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

DEC.  11 

2:00  p.m. 
Closed  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

3:15  p.m. 
Open  Session 

Port  Commission 

Port  Commission  Hearing  Room  @  the  Ferry  Bldg. 

NOTES: 

The  San  Francisco  Port  Commission  meets  regularly  on  the  second  and  fourth  Tuesday  of  the  month  at  3:15 
p.m.,  unless  otherwise  noticed.  The  Commission  Agenda  and  staff  reports  are  posted  on  the  Port's  Website 
@  www.sfport.com.  The  Port  Commission  meetings  can  be  viewed  online  at 

http://sanfrancisco.granicus.com/ViewPublisher.php?view_id=92.  The  Port  Commission  meetings  are  also 
broadcasted  on  the  2nd  &  4th  Thursday  of  the  month  at  9  p.m.  on  Comcast  Cable  Channel  26  or  Astound 
Cable  Channel  78  (formerly  RCN  Cable).  Contact  Amy  Quesada  at  274-0406  or  amv.guesada(5)sf port.com 

The  Fisherman's  Wharf  Waterfront  Advisory  Group  (FWWAG)  meets  regularly  on  a  bi-monthly  basis,  on  the 
third  Tuesday  of  the  month.  The  regular  meeting  time  and  place  is  9:00  a.m.  at  Scoma's  Restaurant,  Pier  47 
at  Fisherman's  Wharf.  Contact  Rip  Malloy  @  274-0267  or  rip.mallov@sfport.com 

The  Maritime  Commerce  Advisory  Committee  (MCAC)  meets  every  other  month,  on  the  third  Thursday  of  the 
month,  from  1 1 :30  a.m.  to  1 :00  p.m.  @  Pier  1 .  Contact  Jim  Maloney  @  274-051 9  or  jim.malonev(5)sf port.com 

The  Mission  Bay  Citizens  Advisory  Committee  meets  on  the  second  Thursday  of  the  month  at  5:00  p.m. 
in  the  Creek  Room  at  Mission  Creek  Senior  Building  located  at  225  Berry  Street  in  San  Francisco  (along  the 
Promenade  just  beyond  the  library.)  Contact  Catherine  Reilly  at  the  former  Redevelopment  Agency  @  749- 
251 6  or  Catherine. reilly^sfqov.org 

The  Northeast  Waterfront  Advisory  Group  (NEW AG)  meets  regularly  on  a  bi-monthly  basis  on  the  first 
Wednesday  of  the  month  from  5:00  p.m.  to  7:00  p.m.  in  the  Bayside  Conference  Room  @  Pier  1 .  Contact 
Jonathan  Stern  @  274-0545  or  ionathan.stern(5)sfpoit.com 

The  Central  Waterfront  Advisory  Group  (CWAG)  meets  monthly  on  an  as-needed  basis,  generally  on  the 
third  Wednesday  of  the  month  from  5  to  7  p.m.  in  the  Bayside  Conference  Room  at  Pier  1 .  Contact  Mark 
Paez  @  705-8674  or  mark.paez@sfport.com 

The  Southern  Waterfront  Advisory  Committee  (SWAC)  meets  every  last  Wednesday  of  the  month  from  6:15 
to  8:15  p.m.  Location  to  be  determined.  Contact  David  Beaupre  @  274-0539  or  david.beaupre(a>sfport.com 

The  Waterfront  Design  Advisory  Committee  (WDAC)  meets  jointly  with  the  Design  Review  Board  of  the  Bay 
Conservation  and  Development  Commission  on  the  first  Monday  of  the  month  at  BCDC,  50  California  Street, 
Rm.  2600,  at  6:30  p.m.  The  Committee  meets  as  needed  on  the  fourth  Monday  of  the  month  at  6:30  p.m.  in 
the  Bayside  Conf.  Rm.  @  Pier  1 .  Contact  Dan  Hodapp  @  274-0625  or  dan.hodapp(a>sfport.com 
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ACCESSIBLE  MEETING  INFORMATION  POLICY 


FERRY  BUILDING: 

The  Port  Commission  Hearing  Room  is  located  on  the  second  floor  of  the  Ferry  Building.  The  main  public 
entrance  is  from  the  west  (Embarcadero)  side  and  is  served  by  a  bank  of  elevators  adjacent  to  the  historic 
staircase.  Accessible  public  restrooms  are  on  the  first  floor  at  the  northeast  end  of  the  building  as  well  as  on 
the  second  floor  across  the  lobby  from  the  Port  Commission  Hearing  Room.  The  main  path  of  travel  to  the 
Port  Commission  Hearing  Room  is  equipped  with  remote  infrared  signage  (Talking  Signs).  The  Port 
Commission  Hearing  Room  is  wheelchair  accessible.  Accessible  seating  for  persons  with  disabilities 
(including  those  using  wheelchairs)  is  available.  The  closest  accessible  BART  and  MUNI  Metro  station  is 
Embarcadero  located  at  Market  &  Spear  Streets.  Accessible  MUNI  lines  serving  the  Ferry  Building  area  are 
the  F-Line,  9,  31,  32  and  71.  For  more  information  about  MUNI  accessible  services,  call  (415)  923-6142.  The 
nearest  accessible  parking  is  provided  in  the  following  off-street  pay  lots:  3  spaces  in  the  surface  lot  on  the 
west  side  of  the  Embarcadero  at  Washington  Street. 

Hourly  and  valet  parking  is  available  in  the  Pier  3  lot.  This  lot  is  accessed  through  the  Pier  3  bulkhead 
building  entrance  on  the  east  side  of  the  Embarcadero.  This  lot  is  located  on  the  pier  deck;  adjacent  to  the 
ferry  boat  Santa  Rosa.  Additional  covered  accessible  off-street  pay  parking  is  available  in  the  Golden 
Gateway  Garage,  which  is  bounded  by  Washington,  Clay,  Drumm  and  Battery  Streets.  Entrance  is  on  Clay 
St.  between  Battery  and  Front  Streets.  There  is  no  high-top  van  parking.  Metered  street  parking  is  available 
on  the  Embarcadero,  Washington,  Folsom  &  Drumm  Streets. 

In  order  to  assist  the  City's  efforts  to  accommodate  persons  with  severe  allergies,  environmental  illness, 
multiple  chemical  sensitivity  or  related  disabilities,  attendees  at  public  meetings  are  reminded  that  other 
attendees  may  be  sensitive  to  various  chemical  based  products.  Please  help  the  City  to  accommodate  these 
individuals. 

A  sign  language  interpreter  and  alternative  format  copies  of  meeting  agendas  and  other  materials  can  be 
provided  upon  request  made  at  least  72  hours  in  advance  of  any  scheduled  meeting.  Contact  Wendy 
Proctor,  Port's  ADA  Coordinator,  at  274-0592,  the  Port's  TTY  number  is  (415)  274-0587. 

Know  Your  Rights  Under  the  Sunshine  Ordinance: 

Government's  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public.  Commissions, 
boards,  councils  and  other  agencies  of  the  City  and  County  exist  to  conduct  the  people's  business.  This 
ordinance  assures  that  deliberations  are  conducted  before  the  people  and  that  City  operations  are  open  to 
the  people's  review.  For  more  information  on  your  rights  under  the  Sunshine  Ordinance  (Sections  67.1  et 
seq.  of  the  San  Francisco  Administrative  Code)  or  to  report  a  violation  of  the  ordinance,  contact  Chris 
Rustom  by  mail:  Sunshine  Ordinance  Task  Force,  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244,  San  Francisco 
CA  94102-4689;  by  phone  at  (415)  554-7724;  by  fax  at  (415)  554-7854  or  by  email  at  sotf@sfgov.org. 
Citizens  interested  in  obtaining  a  free  copy  of  the  Sunshine  Ordinance  can  request  a  copy  from  Mr.  Rustom 
or  by  printing  Sections  67.1  et  seq.  of  the  San  Francisco  Administrative  Code  on  the  Internet,  at 
http://www.sfgov.org/sunshine. 

NOTICES 

Prohibition  of  Ringing  of  Sound  Producing  Devices: 

The  ringing  of  and  use  of  cell  phones,  pagers,  and  similar  sound-producing  electronic  devices  are  prohibited 
at  this  meeting.  Please  be  advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any 
person(s)  responsible  for  the  ringing  or  use  of  a  cell  phone,  pager,  or  other  similar  sound-producing 
electronic  device. 

Lobbyist  Registration  and  Reporting  Reguirements: 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or  administrative  action  may  be 
required  by  the  San  Francisco  Lobbyist  Ordinance  (SF  Campaign  &  Government  Conduct  Code  Sections 
§2. 1 00  -  2. 1 60)  to  register  and  report  lobbying  activity.  For  more  information  about  the  Lobbyist  Ordinance, 
please  contact  the  San  Francisco  Ethics  Commission  at  30  Van  Ness,  Suite  3900,  San  Francisco,  CA 
94102,  phone  (415)  581-2300  or  fax  (415)  581-2317;  website:  www.sfgov.org/ethics. 
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MEMORANDUM 


October  18,  2012 


TO: 


MEMBERS,  PORT  COMMISSION 
Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM: 


Monique  Moyer 
Executive  Director 


SUBJECT:   Informational  Presentation  on  Employment  and  Economic  impacts  as  a 
result  of  recent  Infrastructure  improvements  at  the  BAE-San  Francisco 
Ship  Repair  yard 

DIRECTOR'S  RECOMMENDATION:  No  Action  Required;  Informational  Only 


The  Port  and  BAE  San  Francisco  Ship  Repair  ("BAE  SFSR")  have  completed  the 
shoreside  power  system  for  the  shipyard  at  Pier  70.  Completion  of  this  project  marks 
fulfillment  of  one  of  the  Port's  key  environmental  commitments  regarding  the  34th 
America's  Cup  ("AC34").  Completion  of  this  project  also  marks  another  infrastructure 
investment  in  the  facility,  which  collectively  have  resulted  in  increased  business  for  the 
shipyard,  increased  revenue  for  the  Port,  substantial  union  employment,  and  a  healthier 
environment. 

Shoreside  Power  History 

The  Port  installed  a  $5  million  shoreside  power  system  for  passenger  cruise  at  Pier  27 
in  201 0.  The  system  was  temporarily  decommissioned  after  use  during  the  201 1  cruise 
season  in  order  to  accommodate  both  the  Port's  construction  of  a  new  cruise  ship 
terminal  at  Pier  27  and  the  use  of  Pier  27  during  for  the  34th  America's  Cup.  The 
shoreside  power  system  will  be  reinstalled  after  completion  of  the  cruise  terminal  in 


The  Final  Environmental  Impact  Report  studying  the  environmental  impacts  of  the  34 
America's  Cup  and  James  R.  Herman  Cruise  Terminal  and  Northeast  Wharf  Plaza 
projects  ("AC34  and  CT  FEIR")  under  the  California  Environmental  Quality  Act  ("CEQA") 
concluded  that  the  temporary  shutdown  of  the  existing  shoreside  power  system  would 


2014. 
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SAN  FRANCISCO 


TEL    415  274  0400 


TTY     415  274  0587 


ADDRESS   Pier  1 


have  a  significant  environmental  impact  on  air  quality.  On  December  16,  201 1 ,  the  Port 
Commission  adopted  CEQA  findings  and  a  Mitigation  Monitoring  and  Reporting 
Program  (the  "MMRP")  for  the  projects.  The  MMRP  includes  Mitigation  Measure 
M-AQ-4e,  requiring  the  installation  and  operation  of  a  shoreside  power  system  at  the 
Port's  shipyard  to  serve  large  cruise,  military,  and  other  vessels  while  they  are  in 
drydock. 

The  Port  and  BAE  SFSR  agreed  to  work  together  jointly  to  implement  Mitigation 
Measure  M-AQ-4e.  On  February  7,  2012,  Mayor  Ed  Lee  and  Supervisor  Malia  Cohen 
introduced  legislation  (File  #120124)  to  the  Board  of  Supervisors  authorizing  the  Port 
Director  to  execute  an  agreement  with  BAE  SFSR  to  install  shoreside  power  equipment 
at  Drydock  #2  for  an  amount  not  to  exceed  $5.7  million.  Under  the  agreement,  the  Port 
and  the  City  funded  the  project  up  to  a  cap  of  $5.7  million,  with  the  Port  taking 
ownership  of  the  shoreside  power  system,  while  ongoing  maintenance  of  the  system 
would  be  the  responsibility  of  BAE  SFSR,  consistent  with  the  master  lease  governing 
the  shipyard.  To  help  offset  the  Port's  cost,  BAE  SFSR's  customers  will  be  assessed 
an  equipment  usage  charge  for  the  system.  Additionally,  once  a  specified  electricity 
usage  threshold  is  reached,  SFPUC  will  provide  a  rebate  of  $1 .5  million  to  the  Port  that 
will  offset  a  portion  of  the  costs  of  the  upgrade. 

On  September  28,  2012,  the  military  transport  ship  USNS  Matthew  Perry  entered  the 
drydock  and  plugged  into  the  shorepower  system  successfully,  thereby  inaugurating  the 
system.  The  USNS  Matthew  Perry  has  been  in  the  drydock  and  on  shoreside  power 
continuously  since.  The  ship  is  scheduled  to  come  out  of  drydock  on  October  20,  2012. 
As  of  October  16,  the  ship  had  used  approximately  126,000  kilowatt-hours  of  power, 
roughly  the  amount  of  power  used  by  140  four-person  California  families  in  a  year. 
Without  the  shoreside  power  system  to  provide  zero-emission  hydropower  to  the  ship, 
this  electricity  would  have  been  generated  by  onboard  and/or  temporary  diesel 
generators.  The  use  of  the  shoreside  power  system  resulted  in  significant  reductions  in 
potential  air  emissions. 

After  coming  out  of  the  drydock,  the  USNS  Matthew  Perry  will  shift  to  Wharf  4  at  the 
shipyard,  where  it  will  again  plug  into  shoreside  power,  installed  as  part  of  this  project. 
After  additional  work  is  completed  at  Wharf  4,  the  USNS  Matthew  Perry  will  disconnect 
from  shoreside  power  and  depart  the  shipyard  approximately  on  November  5,  2012. 

Ship  Repair  Background  and  Previous  Infrastructure  Investments 

BAE  SFSR  currently  leases  15  acres  of  land  and  1 7.4  acres  of  water  at  Pier  68  and 
SWL  349  within  the  Pier  70  Master  Plan  area,  where  it  or  predecessor  entities  have 
conducted  ship  repair  operations  since  1987.  Twenty  buildings,  two  floating  drydocks, 
and  seven  functional  cranes  are  included  in  the  leasehold.  Drydock  #2  is  the  largest 
drydock  on  the  West  Coast.  Currently,  BAE  SFSR  pays  rent  of  3.3  percent  of  gross  on- 
premises  revenues  with  an  annual  guaranteed  minimum  of  $950,000. 


Previous  Infrastructure  Investments  -  Drydock  #2 

In  2007,  the  Port,  BAE  SFSR  and  Princess  Cruises  entered  into  agreements  whereby 
the  three  entities  partnered  to  fund  $5  million  worth  of  improvements  to  the  Port's 
floating  Drydock  #2.  These  modifications  allowed  the  drydock  to  serve  a  new  market  of 
extremely  large,  post-Panamax  cruise  and  tanker  vessels  which  previously  could  not  be 
accommodated.  This  joint  investment  encouraged  cruise  calls  from  Princess  Cruises, 
its  affiliated  fleets,  other  cruise  lines,  and  other  large  vessels,  both  civilian  and  military. 
The  increased  capability  resulted  in  increases  in  shipyard  business  that  otherwise  would 
not  have  occurred.  As  an  example,  in  201 1 ,  BAE  SFSR  performed  emergency  repair  of 
a  Carnival  Cruise  Line  ship  that  had  become  disabled  near  San  Diego.  If  the  Port's 
drydock  had  not  been  upgraded,  the  only  other  choice  for  Carnival  Cruise  Line  would 
have  been  to  tow  its  cruise  ship  to  Asia. 

Previous  and  Future  Infrastructure  Investments  -  Central  Basin  Dredging 

The  existing  master  lease  does  not  address  which  party  is  responsible  for  the  dredging 
of  the  Central  Basin,  adjacent  to  the  shipyard,  and  the  access  to  the  shipyard.  The  last 
time  the  entire  Central  Basin  was  dredged  in  1997,  the  Port  used  $1.7  million  in  FEMA 
funds  received  for  the  1989  earthquake  damage  to  the  shipyard  facilities. 

In  summer  201 1 ,  in  order  to  address  immediate  access  issues  regarding  Drydock  #2, 
the  Port  and  BAE  SFSR  shared  the  funding  responsibility  for  $2.2  million  in  dredging 
costs.  Without  that  stopgap  dredging,  many  larger  ships  would  not  be  able  to  access 
the  drydock,  including  the  USNS  Matthew  Perry  and  many  cruise  ships. 

Dredging  remains  an  ongoing  issue,  and  the  entire  Central  Basin  needs  to  be  dredged 
in  order  to  restore  complete  functionality  to  the  shipyard.  As  a  result,  the  Port  has  been 
working  with  the  U.S.  Army  Corps  of  Engineers  to  address  future  maintenance  dredging 
of  the  Central  Basin  as  a  Federal  waterway.  Under  this  scenario,  the  Port  and  the 
Corps  would  share  equally  the  cost  of  the  initial  dredging,  followed  by  ongoing  Corps 
maintenance  dredging.  The  Corps  has  completed  an  initial  review  that  is  supportive  to 
the  Port's  request;  more  detailed  evaluations  are  ongoing. 

Employment  and  Revenue  Impacts  of  Infrastructure  Investments  at  the  Shipyard 

Base  employment,  i.e.  fulltime,  year-round  employees,  at  BAE  SFSR  in  2012  was  an 
average  of  225  skilled  workers,  representing  22  different  trades  across  10  different 
union  Locals.  When  a  large  ship  is  in  the  shipyard  for  major  work,  BAE  SFSR  employs 
additional  temporary  union  labor,  reaching  as  much  as  850  total  workers  (permanent  + 
temp)  in  a  24-hour  day. 

It  is  important  to  note  that  the  Matthew  Perry  work,  and  upcoming  work  on  sister  ships, 
could  not  have  been  awarded  to  BAE  SFSR  without  (1)  sufficient  depth  to  access 
Drydock  #2,  and  (2)  a  source  of  shoreside  power.  The  USNS  Matthew  Perry  work 
generated  75  full-time  skilled  union  jobs  for  50  days.  Total  Gross  Revenues  generated 
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by  this  contract  are  approximately  $5.9  million,  resulting  in  $195,000  in  Percentage  Rent 
to  the  Port. 

The  201 1  dredging  alone  enabled  both  cruise  ships  and  military  vessels  to  continue 
their  use  of  Drydock  #2  in  late  201 1  and  2012,  providing  significant  revenue  and 
employment,  as  demonstrated  in  the  following  table.  Had  dredging  not  been  completed, 
these  vessels  would  not  have  been  able  to  access  the  drydock. 


Ship 

Dates  at 
BAE  SFSR 

Employment 

Employment 
Days 

Gross 
Revenue 
(millions) 

Percentage 
Rent  to  Port 

USNS  Kaiser  (T- AO- 187) 

Oct.  3-  Dec. 
18,  2011 

174 

77  days 

$10  M 

$330,000 

Carnival  Spirit  (cruise) 

Jan.  7  -  Jan, 
18,  2012 

677 

1 2  days 

$5  M 

$165,000 

Golden  Princess  (cruise) 

May.  10  - 
May.19, 
2012 

713 

1 0  days 

$4.5  M 

$150,000 

USNS  Alan  Shepard 
(T-AKE-3) 

Apr.4  - 
Jun.01, 
2011 

225 

64  days 

$12.5  M 

$413,000 

Sea  Princess  (cruise) 

Sep.10  - 
Sep.19, 
2012 

625 

10  days 

$4.0  M 

$132,000 

USNS  Brittin 

Jun.04  - 
Aug.07, 
2012 

208 

45  days 

$6.1  M 

$200,000 

USNS  Matthew  Perry 
(T-AKE-9) 

Sept.  27  - 
ongoing 

131 

43  days 

$5.9  M 

$195,000 

TOTAL 

261  days 

$48  M 

$1,585,000 

For  the  remainder  of  this  year,  after  completion  of  work  on  the  USNS  Matthew  Perry, 
three  MARAD  vessels  from  the  Mothball  Fleet  will  be  prepped  for  towing  to  Texas. 
Following  those  ships,  in  early  December  a  sister  ship  of  the  USNS  Matthew  Perry,  the 
USNS  Richard  E.  Byrd,  will  enter  Drydock  #2  for  repairs  while  using  shoreside  power. 

BAE  recently  filed  its  3rd  Quarter  Percentage  Rent  statement  for  2012  with  the  Port, 
showing  Gross  Yard  Revenues  of  $43.3  million  YTD.  In  comparison,  the  Total  Gross 
Revenue  for  all  of  201 1  was  $43.1  million.  Over  the  past  five  years,  since  reinvestment 
in  the  drydock  facilities  began  in  2008,  annual  gross  revenues  for  BAE  SFSR  have 
increased  from  $33.8  million  to  an  estimated  $52  million,  54%  growth  and  a 
corresponding  increase  in  the  local  economy. 
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With  the  USNS  Matthew  Perry,  three  MARAD  vessels,  the  pro-rata  share  of  work  on  the 
USNS  Richard  E.  Byrd  that  will  register  for  this  year,  and  typical  4th  quarter  activity  in 
Drydock  Eureka  and  the  other  facilities,  BAE  SFSR  is  on  track  for  generating  over  $52 
million  in  Gross  Revenue  in  2012  which  will  result  in  approximately  $1.75  million  in 
gross  percentage  rents  to  the  Port,  and  a  net  of  $500,000  percentage  rents  to  the  Port, 
after  Base  Rent  and  $300,000  in  drydock  expansion  rent  credits. 


Prepared  by:         Jay  Ach,  Manager  of  Regulatory  & 

Environmental  Affairs,  Maritime 
Gerry  Roybal,  Maritime  Marketing 
Representative,  Maritime 


For: 


Peter  Dailey,  Deputy  Director,  Maritime 


J, 
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SAN  FRANCISCO 

MEMORANDUM 

October  18,  2012 


TO: 


FROM: 


MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

Monique  Moyer 
Executive  Director 


SUBJECT:    Request  approval  of  a  proposal  by  the  Black  Rock  Arts  Foundation  to 

retroactively  extend  the  Port  Commission  approved  temporary  installation  of 
public  art  located  near  Mission  Street  on  the  east  side  of  The  Embarcadero, 
on  the  plaza  between  the  Agriculture  Building  and  Pier  14,  by  five  months 
until  March  7,  2013 


DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution 


Summary 

On  June  8,  2010,  by  Resolution  No.  10-42,  the  Port  Commission  authorized  the  Port 
Executive  Director  to  enter  into  a  license  with  the  Black  Rock  Arts  Foundation  ("Black 
Rock")  to  allow  installation  of  a  sculpture  titled  "Raygun  Gothic  Rocketship"  ("Rocketship") 
by  Sean  Orlando,  Nathaniel  Taylor  and  San  Francisco's  David  Shulman,  to  be  located  in 
the  plaza  area  between  the  Agriculture  Building  and  Pier  1 4  for  a  period  of  fourteen 
months. 

On  July  22,  2010,  the  Port  executed  License  No.  14883  ("License")  with  Black  Rock  which 
expired  at  midnight,  October  7,  201 1 .  On  September  27,  201 1  the  Port  Commission 
authorized  Black  Rock  to  extend  the  stay  of  the  sculpture  until  October  7,  2012.  Black 
Rock  now  desires  to  extend  the  term  of  the  License  into  2013.  Staff  recommends  the  term 
be  extended,  retroactively  from  October  7,  2012  for  five  months  to  March  7,  2013. 
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Project  Details 

The  mission  of  the  Black  Rock  Arts  Foundation  is  to  support  and  promote  community- 
based  interactive  art  that  generates  social  participation.  The  Rocketship  is  a  commanding 
sculpture  at  40  feet  tall,  10  feet  wide  and  weighing  approximately  15,500  pounds.  The 
sculpture  is  located  in  the  plaza  area  east  of  the  Embarcadero  Promenade  where  it  can  be 
viewed  by  pedestrians  while  not  impeding  Promenade  circulation.  Since  its  installation, 
the  Rocketship  has  received  positive  press  reports  in  the  San  Francisco  Chronicle  (Ten 
Best  of  2010),  the  San  Jose  Mercury  News,  the  San  Francisco  Sentinel,  and  the  sfgov 
website,  and  generally  favorable  comments  from  the  Port's  citizen  advisory  committees. 

Existing  License  Agreement 

The  License  requires  that,  in  addition  to  installation  responsibilities,  Black  Rock  be 
responsible  for  indemnity,  liability  insurance,  temporary  lighting,  alteration,  and  removal  of 
the  sculpture  at  any  time  upon  notice  from  the  Port.  Black  Rock,  a  licensee  in  good 
standing  pursuant  to  Port  Commission  Resolution  No.  09-49,  has  performed  these 
responsibilities  to  date.  These  conditions  and  requirements  will  stay  in  place  during  the 
extended  term. 

Black  Rock  has  spent  approximately  $50,000  for  costs  related  to  the  installation  and 
management  of  the  Rocketship  and  continues  to  maintain  and  provide  upgrades  as 
necessary  to  ensure  the  installation  remains  safe  and  in  peak  viewing  condition.  The  Port 
contributed  $15,000  towards  the  Rocketship's  initial  installation.  If  approved  by  the  Port 
Commission,  the  Port  would  continue  to  be  a  partner  in  displaying  this  sculpture  by 
allowing  the  site  to  be  used  at  no  cost  and  would  contribute  about  $185.00/month  for 
lighting. 

Next  Steps 

The  existing  license  expired  on  October  7,  2012  and  if  modified  would  have  to  be  done 
retroactively.  If  approved  by  the  Port  Commission,  the  Rocketship  would  remain  at  Pier  14 
until  its  removal  by  Black  Rock  by  March  7,  2013. 

Port  staff  is  researching  other  possible  art  installations  for  this  site  and  other  sites  along 
the  waterfront  to  be  in  place  during  2013,  for  the  Port's  150th  Anniversary,  the  Bay  Bridge's 
75th  anniversary  and  east  span  opening,  and  the  34th  America's  Cup.  Several  arts 
organizations  have  expressed  interest  in  using  this  site  for  a  temporary  display  and  are 
preparing  proposals.  Should  Port  staff  receive  viable  options  they  will  be  presented  for  the 
Port  Commission's  consideration  in  the  coming  months. 

Recommendation 

Approve  the  attached  resolution  to  retroactively  amend  License  to  Use  Property  No.  1 4883 
extending  by  five  months,  Black  Rock  Arts  Foundation's  temporary  installation  of  the 
Raygun  Gothic  Rocketship  sculpture  on  Port  property,  subject  to  all  other  terms  of  the 
License. 

Prepared  by:  Dan  Hodapp 

Senior  Waterfront  Planner 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
RESOLUTION  NO.  12-83 

WHEREAS,  Charter  Section  B3.581  grants  to  the  Port  Commission  the  authority  and  duty 
to  use,  conduct,  operate,  maintain,  regulate  and  control  the  lands  within  the 
Port  jurisdiction;  and 

WHEREAS,  On  June  8,  2010  by  Resolution  No.  10-42,  the  Port  Commission  authorized 
Black  Rock  Arts  Foundation  (Black  Rock)  to  temporarily  locate  a  sculpture 
known  as  the  Raygun  Gothic  Rocketship  on  Port  property  in  the  plaza  area 
between  the  Agriculture  Building  and  Pier  14  along  The  Embarcadero 
Promenade  for  a  period  of  14  months,  ending  on  October  7,  201 1  and  the 
Port  entered  into  License  No.  1 4883  ("License")  allowing  placement  of  the 
Raygun  Gothic  Rocketship  sculpture  on  Port  property;  and 

WHEREAS,  On  September  27,  201 1  by  Resolution  No.  1 1  -62,  the  Port  Commission 
authorized  Black  Rock  to  extend  the  stay  of  the  sculpture  until  October  7, 
2012;  and 

WHEREAS,  The  mission  of  Black  Rock  is  to  support  and  promote  community-based 
interactive  art  that  generates  social  participation;  and 

WHEREAS,  Pier  1 4  provides  a  suitable  site  with  appropriate  prominence  for  the 
sculpture;  and 

WHEREAS,  The  Port  finds  a  benefit  to  retroactively  amend  the  License  to  extend  the  stay 
of  the  Rocketship  to  March  7,  2013,  which  would  provide  for  an  orderly  and 
safe  transition  for  a  new  temporary  art  or  interpretive  use  at  this  site; 

WHEREAS,  The  Port  would  be  a  partner  in  continuing  to  sponsor  the  display  of  this 

sculpture  by  allowing  the  site  to  be  used  at  no  cost,  and  paying  for  lighting  in 
an  amount  of  up  to  $185.00/month;  and  now  therefore  be  it 

RESOLVED,  That  this  Port  Commission  hereby  authorizes  the  Executive  Director  of  the 
Port,  or  her  designee,  to  retroactively  extend  the  term  until  March  7,  2013 
subject  to  all  other  terms,  conditions  and  requirements  of  the  License;  and  be 
it  further 


RESOLVED,  That  the  Port  Commission  authorizes  the  Executive  Director  or  her  designee 
to  execute  the  amendment  and  any  additions,  amendments  or  other 
modifications  to  the  License  that  are  necessary  and  advisable  to  complete 
the  transactions  described  in  this  Resolution;  consistent  with  the  terms  and 
conditions  set  forth  in  the  Staff  Memorandum  and  in  a  form  approved  by  the 
City  Attorney. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port  Commission 
at  its  meeting  of  October  23,  20 12.   

Secretary 


MEMORANDUM 


October  18,  2012 


TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM:        Monique  Moyer 

Executive  Director 


SUBJECT:  Request  approval  of  a  Second  Amendment  to  Lease  No.  L-15169  ("Lease") 
with  Autodesk,  Inc.  a  Delaware  corporation  ("Autodesk"),  to  add 
approximately  18,499  square  feet  of  office  space  and  unimproved  shed 
space  located  at  Pier  9  (the  "Expanded  Premises")  to  its  current  Lease  for 
use  as  office  and  manufacturing  space  and  to  extend  the  term  of  the  Lease 
to  a  total  of  1 20  months,  subject  to  Board  of  Supervisors'  approval 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  

Executive  Summary 

Port  staff  and  Autodesk  have  mutually  agreed  on  the  terms  and  conditions  of  a  Second 
Amendment  to  Lease  No.  L-15169  to  provide  additional  space  at  Pier  9.  The 
Amendment  is  being  brought  before  the  Port  Commission  because  the  amended  lease 
term,  total  rent,  rent  abatement  period,  and  the  rent  credit  amounts  exceed  the  criteria 
found  in  the  Port  Commission  approved  business  parameters.  The  Amendment 
requires  Board  of  Supervisors  approval  as  well  because  the  total  rent  exceeds 
$1 ,000,000  and  the  term  is  ten  (10)  years. 

I.  BACKGROUND 


On  September  11 ,  2012  the  Port  Commission  approved  Lease  No.  L-15169  with 
Autodesk,  Inc.  a  Delaware  corporation,  for  approximately  8,391  square  feet  of  office 
space  and  unimproved  shed  space  located  at  Pier  9  with  a  term  of  66  months 
(Resolution  No.  12-64).  Lease  No.  L-15169  commenced  on  October  1 ,  2012;  Autodesk 
is  already  doing  preliminary  demolition  work  and  the  Port  is  process  permits.  Autodesk 
is  a  tenant  in  good  standing. 


THIS  PRINT  COVERS  CALENDAR  ITEM  NO.  9A 


jANFRANCISCC^^ ( 


ADDRESS    Pier  1 


Autodesk  is  an  American  multinational  corporation  that  focuses  on  3D  design  software 
for  use  in  the  architecture,  engineering,  construction,  manufacturing,  media  and 
entertainment  industries. 

Autodesk  now  desires  to  lease  additional  space  to  accommodate  its  rapid  expansion 
and  associated  space  needs.  The  expansion  space  at  Pier  9  will  house  Autodesk's 
consumer  products  division.  The  initial  Lease  approved  in  September  by  the  Port 
Commission  is  to  relocate  and  house  its  newly  acquired  company  instructables. 

Port  staff  and  Autodesk  have  agreed  on  terms  and  conditions  found  in  the  Second 
Amendment  to  Lease  No.  L-15169  now  before  the  Port  Commission  for  approval.  The 
Second  Amendment  adds  approximately  1 8,499  square  feet  of  existing  office  space  and 
8,691  square  feet  of  previously  unimproved  shed  space  located  at  Pier  9  (see  attached 
location  map).  The  expanded  premises  amount  will  be  approximately  27,190  square 
feet.  The  majority  of  the  office  spaces  are  now  functionally  obsolete.  Two  of  the  four 
office  spaces  that  will  be  incorporated  into  the  expansion  premise  have  been  vacant 
since  2010. 

The  unimproved  shed  space  is  an  open  area,  currently  being  used  for  a  trash 
compactor  for  the  Waterfront  Restaurant,  construction  material  storage,  parking,  and  a 
nonoperational  stevedore  restroom  facility. 

Autodesk  will  construct  a  minimum  of  $7,000,000  of  improvements  consisting  of: 
enclosing  existing  unimproved  shed  space  to  construct  a  5,058  square  foot  workshop- 
space,  new  non-permeable  floors,  wall  construction  and  window  installation  (floor  to 
ceiling  windows),  replacement  of  existing  doors  and  windows,  complete  renovation  of 
the  existing  office  space,  installation  of  Heating  Ventilation  and  Air  Conditioning  system, 
new  electrical  service  and  data  systems,  constructing  of  American's  with  Disabilities  Act 
("A.D.A")  compliant  bathrooms,  paths  of  travel,  an  accessible  entry-way,  a 
demonstration  kitchen,  and  an  elevator.  Core  and  shell  improvements  represent 
$3,000,000  of  the  total  project  costs,  which  total  $7,000,000. 

The  new  initial  monthly  rent  prior  to  rent  credit  deductions  is  $55,444.00  per  month  or 
$2.25  per  square  foot  for  the  office  space  and  $1 .25  per  square  foot  for  the  unimproved 
shed  space.  Both  rates  are  in-line  with  the  FY  2012/2013  Port  Commission  approved 
parameter  rates  for  Pier  9  office  and  shed  space.  The  monthly  rent  will  be  increased  by 
3%  annually  beginning  on  the  first  anniversary  date  of  the  Lease  Amendment. 

In  general,  core  and  shell  improvements  consist  of  the  building  envelope  and  building 
level  systems.  Tenant  improvements  in  general  are  alterations  made  to  rental  premises 
in  order  to  customize  it  for  the  specific  needs  of  a  tenant  such  as  painting,  installing 
partitions,  changing  the  flooring,  putting  in  customized  light  fixtures  and  so  on. 
Typically,  these  improvements  increase  the  value  and  the  marketability  of  rental  space. 

The  Lease  provides  for  a  one  hundred  and  twenty  (120)  month  term  starting  on  the 
effective  date  of  the  Second  Amendment  that  includes  a  1 80-day  (1 80)  rent  abatement 
period  during  which  no  rent  is  paid  to  account  for  construction  of  the  core  and  shell  and 
tenant  improvements. 


Rent  will  commence  one  hundred  eighty-one  days  (181)  from  the  Second  Amendment 
commencement  date  regardless  of  whether  or  not  the  improvements  are  completed.  All 
improvements  will  remain  on  the  Premises  at  the  expiration  of  the  Lease  at  no 
additional  cost  to  Port. 

The  rent  under  the  initial  Lease  No.  L-1 51 69  is  scheduled  to  commence  April  1 ,  201 2, 
two  months  prior  to  the  rent  commencement  of  the  additional  space  in  the  Second 
Amendment,  anticipated  to  be  June  1 ,  201 3.  To  account  for  the  two  months  beginning 
April  1 st,  the  Port  will  include  those  months'  rent  in  the  amount  of  $1 3,821 .75  in  months 
5  and  6  (April  2013  &  May  2013)  in  the  Second  Amendment. 

To  accommodate  Autodesk's  expansion,  an  existing  Pier  9  tenant,  DNA  Direct,  has  to 
terminate  their  lease.  This  Second  Amendment  provides  for  the  termination  of  the  lease 
with  DNA  Direct  for  approximately  8,451  square  feet  of  office  subject  to  Port 
Commission  approval.  The  Autodesk  Second  Amendment  rental  rates  are  in-line  with 
DNA  Direct  rental  rates. 

The  other  necessary  termination  /  relocation  are  Cabouchon  Properties  that  occupies 
approximately  2,206  square  feet  of  office  space  at  Pier  9,  suite  112.  Cabouchon  has 
agreed  to  relocate  to  suite  105  at  Pier  9.  Under  the  terms  of  Cabouchon's  Lease,  the 
Port  is  required  to  provide  Cabouchon  with  a  functionally  equivalent  relocation  space 
and  Autodesk  has  agreed  to  pay  for  the  construction  of  up  to  $75,000  of  tenant 
improvements  at  suite  105  in  order  to  provide  Cabouchon  a  comparable  improved 
office. 

Autodesk  will  pay  for  improvements  to  Pier  9  Suite  105  that  will  make  it  equivalent  to 
Cabouchon's  current  leasehold  and  will  pay  Cabouchon's  relocation  costs.  In 
exchange,  Cabouchon  will  terminate  its  current  lease  and  enter  into  a  new  5-year  lease 
with  Port  for  Suite  105  which  includes  the  requirement  to  improve  the  space  (Lease  No. 
L-1 5202).  Port  is  amenable  to  these  arrangements,  provided  that  it  incurs  no  liability 
and  is  protected  from  Autodesk's  default  on  its  promise  to  fund  the  improvements  in  the 
new  Cabouchon  space. 

Autodesk  and  the  Port  have  entered  into  a  First  Amendment  to  provide  that  the  security 
deposit  under  Autodesk's  Lease  may  be  used  to  secure  Autodesk's  payment  for  the 
improvements  in  the  new  Cabouchon  leasehold.  Cabouchon  has  agreed  to  release 
Port  from  any  obligations  under  its  current  lease  through  a  mutual  termination 
agreement. 

If  Autodesk  completes  the  improvements,  it  will  have  the  right  to  early  termination  of  the 
Lease  until  the  last  day  of  the  sixtieth-month  (60th)  of  the  Lease  without  penalty, 
provided,  Autodesk  will  have  no  rights  to  any  unamortized  or  outstanding  rent  credits. 
Port  staff  believes  the  work-shop  space  can  easily  be  converted  to  high-demand  open 
plan  office  space  should  Autodesk  execute  its  termination  rights. 

III.  ANALYSIS 

The  Second  Amendment  is  being  brought  before  the  Port  Commission  because  the 
lease  term,  the  total  rent,  rent  abatement  period,  and  the  amortized  credit  exceed  the 
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criteria  found  in  the  Port  Commission  approved  business  parameters.  Below  is  a 
summary  of  material  differences  between  the  proposed  Lease  and  the  Port's  standard 
form  lease  that  the  Port  Commission  previously  approved  as  part  of  the  original  Lease 
and  that  will  continue  to  apply  to  the  amended  Lease. 

•    In  lieu  of  a  payment  and  performance  bond  generally  required  for  construction  of 
improvements  on  Port  property,  Port  will  instead  receive  a  deposit  in  the  form  of 
cash  or  letter  of  credit  to  protect  the  Port  if  Autodesk  fails  to  complete  the 
Improvements  (as  defined  in  Section  II  of  this  staff  report)  within  180  days  after 
commencement  of  the  Second  Amendment. 


•  In  the  event  Port  fails  to  maintain  and  repair  the  exterior  portions  of  Pier  9  (such 
as  the  roof,  roof  membrane,  and  exterior  walls  and  doors),  then  Autodesk  at  its 
sole  cost  and  expense,  is  permitted  to  make  repairs  to  the  exterior  portions  of  the 
Pier  9  facility  with  Port's  prior  consent. 

•  A  right  of  first  offer  to  release  the  premises  following  damage  and  destruction  to 
its  premises  or  to  the  facility. 

•  The  definition  of  Habitual  Late  Payer  is  revised  to  mean  tenant  has  received  (a) 
at  least  two  (2)  notices  of  material  monetary  default,  or  (b)  at  least  three  (3) 
notices  of  any  material  non-monetary  default  within  a  twelve  (1 2)  month  period. 
In  exchange  for  modifying  the  definition,  if  Autodesk  is  deemed  to  be  a  Habitual 
Late  Payer,  Autodesk  will  be  obligated  to  pay  rent  in  advance  on  a  quarterly 
basis. 


•  In  addition  to  the  improvements,  Autodesk  must  also,  at  its  sole  cost,  relocate  the 
existing  trash  compactor  serving  the  Waterfront  Restaurant  or  build  out  a  new 
waste  management  system. 

•  Port  does  not  have  an  option  to  recapture  any  proposed  sublease  area  if 
Autodesk  requests  Port's  consent  to  a  sublease. 

•  Neither  Port  nor  Autodesk  is  liable  for  any  indirect,  consequential,  special, 
exemplary,  incidental  or  punitive  damages  arising  from  the  Lease. 

•  Port  has  no  unilateral  right  to  terminate  in  connection  with  Port  development 
projects. 

Autodesk  will  make  a  significant  capital  investment  in  Port  property  in  the  amount  of 
approximately  $7,000,000  or  $257.45  per  square  foot  for  core  and  shell  and  tenant 
improvements.  In  consideration  of  this  investment  into  Port  property,  the  Lease 
provides  for  a  1 80-day  rent-abatement  period  in  the  amount  of  $1 1 .22  per  square  foot 
for  the  construction  of  the  improvements.  The  Lease  also  includes  rent  credits  for  the 
core  and  shell  improvements  only  in  the  amount  of  $2,833,668  ($104.22  per  square 


foot)  that  may  be  deducted  in  equal  installments  of  $24,856.74  per  month,  starting 
month  7  and  continuing  through  month  120.  The  total  direct  investment  made  by 
Autodesk  is  59%  of  the  total  project  costs. 


Minimum 
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Investment 

Category 

Total 

Port 

Autodesk 

Core  and  Shell 

$3,000,000 

$2,883,667 

$116,333 

Tenant  Improvements 

$4,000,000 

$4,000,000 

Total 

$7,000,000 

$2,883,667 

$4,116,333 

Percent 

41% 

59% 

The  difference  between  Autodesk's  investment  and  the  rent  abatement  is  $153.23  per 
square  foot  or  $4,166,332  in  net  capital  investment  made  directly  by  Autodesk  into  Port 
property. 

The  chart  below  compares  a  similar  development  lease  in  which  significant  capital 
investments  were  made  into  Port  property  and  where  credits  were  provided  for  core  and 
shell  improvements. 


Year  Commenced 

2012 

2008 

Autodesk 

Pilara 

Initial  Rate  PSF 

$2.25  $1.25 

$1.02 

Terms  in  Months 

120 

120 

Premise  Total  SF 

27,190 

27,311 

Credit  PSF 

$104.22 

$108.00 

Capital  Invest  PSF 

$257.45 

$439.00 

Net  Capital  Investment 

$153.23 

$331 .00 

Capital  Investment 

$7  million 

$12  million 

This  chart  summarizes  the  type  of  improvements  at  the  Premises  that  will  be  funded  by 
rent  credits. 


Major  Core  and  Shell  improvements 
(Reimbursed  by  Credits) 

Tenant  Improvements  Not  Funded 
By  Credits 

ADA  Elevator 

Carpet,  Paint,  and  Wall  Coverings 

Wall  Construction  to  Enclose  Parcel  B 

Cabinets  and  Fixtures 

Heating  Venation  and  Air-conditioning 

Lighting  System 

Fire  Sprinkler  System 

Kitchen  and  Appliances 

Floors 

Internal  Demising  Walls 

New  Electrical  and  Natural  Gas  Service 

Interior  Doors  and  Windows 

Structure  Supports  and  Seismic  Bracing 

Room/Space  Partitions 
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Assuming  maximum  rent  credits  are  given,  the  net  rent  paid  to  the  Port  over  a  1 14 
month  period  is  shown  in  the  table  below. 


Total  Gross  Rent 

Total  Rent  Credit 

Total  Net  Rent 

$7,294,575.89 

$2,833,668.00 

$4,460,907.89 

IV.      LEASE  TERMS 


Tenant: 

Autodesk,  Inc.  a  Delaware  corporation 

Lease  Number: 

L-15169 

Premises: 

Approximately  21 ,330  square  feet  of  office  space  and 
approximately  5,860  square  feet  of  unimproved  shed 
space  located  at  Pier  9 

Term: 

120  months 

Second  Amendment 
Commencement  Date: 

Anticipated  by  December  1 ,  2012 

Rent  Commencement  Date: 

Anticipated  June  1 ,  2013 

Lease  Expiration  Date: 

Anticipated  November  30,  2022 

Initial  Monthly  Rent- 

$55,444.00 

Rent  Adjustment 

3%  increase  on  each  anniversary  of  the  Rent 
Commencement  Date 

Use: 

Office,  research  and  development  and  workshop 
space 

Tenant  Improvements: 

No  less  than  $7,000,000  of  core  and  shell  and  tenant 
improvements  within  180  days  of  the  Commencement 
Date 

Rent  Abatement  Period: 

1 80  days  for  initial  Lease  and  1 80  days  for  expanded 
premises 

Rent  Credit- 

Tenant  shall  receive  a  maximum  rent  credit  in  the 

amrw  int  r>f  <CO           CCQ  OH  that  maw  ho,  HqHi  irtarl  imm 
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the  monthly  rent  starting  the  latter  of  month  7  or  the 
date  Port  issues  a  certificate  of  completion  for  the 
Improvements  until  expiration  of  the  term.  Rent  credit 
is  only  for  core  and  shell  improvements  and  contingent 
on  the  completion  of  the  Improvements. 

Maintenance  and  Repairs: 

In  the  event  Port  fails  to  maintain  and  repair  the 
exterior  portions  of  Pier  9  (such  as  the  roof,  roof 
membrane,  and  exterior  walls  and  doors),  then 
Autodesk  at  its  sole  cost  and  expense,  is  permitted  to 
make  repairs  to  the  exterior  portions  of  the  Pier  9 
facility  with  Port's  prior  consent. 

Holding  Over: 

Monthly  rent  for  holding  over  after  expiration  of  the 
term  with  Port  consent  shall  be  increased  by  125%; 
without  consent,  by  150% 

Security  Deposit: 

Tenant  shall  provide  a  Security  Deposit  equal  to  two 
(2)  month's  Base  Rent  due  in  the  last  year  of  Lease. 

As  Is: 

The  Premises  shall  be  accepted  in  its  "as  is"  condition. 

Insurance: 
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acceptable  to  Port  and  City  Risk  Manager. 

Default  Interest: 

Default  interest  paid  on  unpaid  rent  balance  changed 
from  1 0%  per  year  to  5%  per  year. 

City  Requirements: 

The  lease  includes  provisions  requiring  Tenant  to 
comply  with  all  applicable  City  laws,  including  but  not 
limited  to,  Non-Discrimination,  First  Source  Hiring, 
Health  Benefits  Coverage,  Limitation  on  Contributions, 
Prevailing  Wages  and  other  applicable  laws. 

V. 


RECOMMENDATION 


Port  staff  recommends  that  the  Port  Commission  approve  the  Second  Amendment  to 
Lease  No.  L-15169  with  Autodesk,  Inc.,  a  Delaware  corporation,  as  described  in  this 
staff  report,  subject  to  Board  of  Supervisors'  approval. 


Prepared  by: 


Jeffrey  A.  Bauer,  Senior  Leasing  Manager 


For: 


Susan  Reynolds,  Director  of  Real  Estate 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  12-79 


WHEREAS,      Charter  Section  B3.581  empowers  the  Port  Commission  with  the 

power  and  duty  to  use,  conduct,  operate,  maintain,  manage,  regulate 
and  control  the  Port  area  of  the  City  and  County  of  San  Francisco;  and 

WHEREAS,       Pier  9,  located  at  Broadway  and  The  Embarcadero  in  the  City  and 
County  of  San  Francisco,  is  in  the  Northeast  Waterfront  area  of  the 
Waterfront  Land  Use  Plan;  and 

WHEREAS,       Port  staff  has  negotiated  a  Second  Amendment  to  Lease  No.  L-1 51 69 
with  Autodesk,  Inc.  a  Delaware  corporation  that  provides  a  one 
hundred  twenty  month  (120)  month  term  extension  for  an 
approximately  additional  18,499  square  feet  of  office  and  unimproved 
shed  space  located  at  Pier  9  at  an  initial  rental  rate  of  $55,444.00  per 
month  or  $2.25  per  square  foot  for  office  space  and  $1 .25  for 
unimproved  shed  space,  and  other  terms  and  conditions  described  in 
the  staff  report  accompanying  this  resolution;  and 

WHEREAS,      the  Second  Amendment  provides  for  a  one  hundred  eighty  (1 80)  day 
free  rent  period  and  total  rent  credits  in  the  maximum  amount  of 
$2,833,668.00  in  consideration  for  Tenant's  construction,  at  its  sole 
expense,  of  a  minimum  of  $7,000,000  million  of  core  and  shell  and 
tenant  improvements  which  will  have  value  to  the  Port  following  the 
end  of  the  Lease;  and 


WHEREAS,      the  permitted  uses  in  the  Lease  are  a  continuation  of  existing  and 
related  uses  and  are  therefore  covered  under  the  General  Rule 
Exclusion  pursuant  to  the  California  Environmental  Quality  Act;  now, 
therefore  be  it 


RESOLVED,     that  the  Port  Commission  approves  the  Second  Amendment  to  Lease 
No.  L-1 51 69  subject  to  the  Board  of  Supervisors  approval  and  upon 
such  approval  authorizes  the  Executive  Director  or  her  designee  to 
execute  said  Lease;  and,  be  it  further 
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RESOLVED,     that  the  Port  Commission  authorizes  the  Executive  Director  or  her 
designee  to  enter  into  any  additions,  amendments  or  other 
modifications  to  the  Second  Amendment  that  the  Executive  Director, 
in  consultation  with  the  City  Attorney,  determines  are  in  the  best 
interest  of  the  Port,  do  not  materially  increase  the  obligations  or 
liabilities  of  the  City  or  Port  or  materially  decrease  the  benefits  to  the 
City  or  Port,  and  are  necessary  or  advisable  to  complete  the 
transactions  which  the  Second  Amendment  contemplates  and 
effectuate  the  purpose  and  intent  of  this  Resolution,  such 
determination  to  be  conclusively  evidenced  by  the  execution  and 
delivery  by  the  Executive  Director  or  her  designee  of  the  Second 
Amendment,  and  any  such  amendments  thereto. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  October  23, 2012. 


Secretary 


~PORT2^_ 

SAN  FRANCISCO 


MEMORANDUM 


October  18,  2012 


TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

FROM:        Monique  Moyer  J^KL^^ 
Executive  Director 


SUBJECT:  Request  Approval  of  a  Mutual  Termination  Agreement  with  DNA  Direct,  a 
Delaware  Corporation  of  Lease  No.  L-14871  Located  at  Pier  9,  Suite  105  at 
the  foot  of  Broadway  and  The  Embarcadero 

DIRECTOR'S  RECOMMENDATION:  Approve  the  Attached  Resolution  


Executive  Summary 

Port  staff  is  requesting  approval  of  a  Mutual  Termination  Agreement  with  DNA  Direct, 
Inc.  ("DNA")  a  Delaware  corporation  with  an  office  located  at  Pier  9.  DNA  has  requested 
to  terminate  its  lease  prior  to  the  natural  termination  date  of  the  Lease  of  August  31 , 
2014.  This  item  requires  Port  Commission  approval  because  it  does  not  meet  the 
criteria  found  in  Port  Commission  Resolution  No.  09-04  which  delegates  to  the 
Executive  Director  the  authority  to  terminate  certain  leases.  In  conjunction  with  this 
termination,  Port  staff  will  be  seeking  approval  from  the  Port  Commission  and  the  Board 
of  Supervisors  for  an  amendment  for  the  expansion  of  Autodesk's  current  premises  at 
Pier  9  that  will  incorporate  the  DNA  premises;  therefore  there  is  no  negative  fiscal 
impact  to  the  Port  allowing  DNA  to  terminate  early. 


BACKGROUND 


Pier  9  is  located  at  the  foot  of  Broadway  and  The  Embarcadero  north  of  the  Ferry 
Building.  DNA  has  occupied  office  space  at  Pier  9  since  2006.  DNA  is  a  genomics- 
focused  company  offering  programs  to  help  healthcare  providers  and  employers 
integrate  genomic  medicine  into  patient  care  and  to  ensure  the  appropriate  use  of 
molecular  diagnostic  and  genetic  tests. 

On  August  19,  2010,  the  Port  Commission  approved  Lease  No.  L-14871  with  DNA 
which  consolidated  DNA's  operation  from  two  Pier  9  offices  into  one  Pier  9  office  that  is 
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approximately  8,451  square  feet.  Following  the  execution  of  the  Lease,  DNA 
constructed  about  $400,000  of  tenant  improvements  (see  attached  map). 

DNA's  Lease  is  scheduled  to  expire  on  July  30,  2014.  The  current  monthly  rent  is 
$20,264.40  or  $2.40  per  square  foot  blended.  DNA  is  a  wholly  owned  subsidiary  of 
Medco,  the  country's  largest  pharmacy  benefit  managers. 

DNA  recently  approached  the  Port  expressing  a  desire  to  either  sublease  or  assign  its 
lease  due  to  the  consolidation  of  its  operations  on  the  east  coast  following  its  acquisition 
by  Express  Scripts.  Port  staff  subsequently  engaged  Autodesk  in  lease  discussions 
with  the  intent  to  directly  lease  the  DNA  premises  to  Autodesk  as  a  part  of  a  desired 
expansion  by  Autodesk. 

These  discussions  have  led  to  the  development  of  a  First  Amendment  to  Lease  No.  L- 
15169  with  Autodesk,  to  add  approximately  18,499  square  feet  of  office  space  and 
unimproved  shed  space  at  Pier  9  to  its  current  lease  for  use  as  office  and  manufacturing 
space  and  to  extend  the  term  of  the  Autodesk  lease  to  a  total  of  120  months.  Rather 
than  sublease  this  new  space  from  DNA,  Autodesk  requested  a  direct  tenant-landlord 
relationship  with  the  Port  which  necessitated  the  development  of  the  Mutual  Termination 
Agreement  with  DNA  to  be  effective  on  November  30,  2012,  if  approved  by  the  Port 
Commission. 

Port  Commission  Resolution  No.  09-04  delegated  to  the  Executive  Director  the  authority 
to  terminate  certain  leases.  The  DNA  lease  does  not  meet  the  criteria  for  the  Executive 
Director  to  terminate,  so  such  termination  is  subject  to  the  Port  Commission's  approval. 

The  new  Autodesk  Lease  Amendment  provides  for  additional  Pier  9  space  of  1 8,499 
square  feet  making  the  total  premises  approximately  27,190  square  feet  with  an  initial 
monthly  rent  of  $55,444  or  $2.25  per  square  feet  for  office  and  $1 .25  square  feet  for 
unimproved  shed  space  which  is  in-line  the  Port  Commission  parameter  rental  rate 
schedule  for  FY  2012/2013  for  Pier  9  and  is  consistent  with  DNA's  existing  rent 
schedule.  DNA  and  Autodesk  are  both  tenants  in  good  standing.  The  proposed 
Autodesk  replacement  lease  is  consistent  with  the  Port  Commission's  approved  rental 
parameters  but  does  exceed  the  parameters  term  criteria  and  is  therefore  subject  to 
Port  Commission  and  Board  of  Supervisor  approval.  Autodesk  is  considered  a  top  tier 
Port  tenant  with  a  demonstrated  willingness  to  make  capital  investment  into  Port 
property.  Port  staff  estimates  the  amount  of  that  investment  if  the  First  Amendment  is 
approved  at  approximately  Seven  Million  Dollars  ($7,000,000). 

RECOMMENDATION 

Port  staff  recommends  approval  of  the  Mutual  Termination  Agreement  between  DNA 
Direct,  a  Delaware  corporation  and  the  Port  of  San  Francisco  effective  on  November  30, 
201 2  so  that  the  premises  may  be  leased  to  Autodesk  as  described  above. 

Prepared  by:  Jeffrey  A.  Bauer,  Senior  Leasing  Manager 
For:  Susan  Reynolds,  Director  of  Real  Estate 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  12-80 


WHEREAS, 


WHEREAS, 


WHEREAS, 


WHEREAS, 


WHEREAS, 


RESOLVED, 


Charter  Section  B3.581  empowers  the  Port  Commission  with  the 
authority  and  duty  to  use,  conduct,  operate,  maintain,  manage,  regulate 
and  control  the  lands  within  Port  jurisdiction;  and 

Pier  9  Suite  105  is  leased  to  DNA  Direct,  Inc.  ("DNA"),  a  medical  benefit 
management  company,  under  Lease  No.  L-14871  ("Lease");  DNA  has 
been  a  Port  tenant  since  2006;  and 

DNA's  lease  has  a  final  term  of  August  31 ,  201 4  and  due  to  the  firm's 
consolidation  on  the  East  Coast,  DNA  has  requested  to  either  sublease 
or  assign  its  lease;  and 

Port  staff  engaged  Autodesk,  Inc.  ("Autodesk")  in  Lease  discussions  for 
the  DNA  office  space,  and  Autodesk  requested  a  direct  tenant-landlord 
relationship  with  the  Port,  therefore  Port  staff  proposes  a  Mutual 
Termination  Agreement  with  DNA  now  before  the  Port  Commission  for 
approval;  and 

Port  staff  and  Autodesk  intend  to  execute  a  First  Amendment  to 
Autodesk's  Lease  No.  L-15169  for  a  term  of  120  months  for  the  entirety 
of  the  space  to  be  vacated  by  DNA  subject  to  Port  Commission  and 
Board  of  Supervisors  approval  with  a  rental  rate  consistent  with  the 
DNA  rental  schedule  and  in  accordance  with  the  Port  Commission's  FY 
2012/2013  rental  rate  schedule;  now  therefore,  be  it 

that  the  Port  Commission  approves  the  termination  of  the  Lease  and 
authorizes  staff  to  execute  a  Mutual  Termination  Agreement  in  a  form 
approved  by  the  City  Attorney  with  DNA  Direct,  Inc.,  a  Delaware 
corporation,  including  the  terms  set  forth  in  the  Memorandum  to  the 
Port  Commission  dated  October  18,  2012  a  copy  of  which  is  on  file  with 
the  Port  Commission  Secretary. 


/  hereby  certify  that  the  Port  Commission  at  its  meeting  of  October  23,  2012 
adopted  the  foregoing  Resolution. 


Secretary 


PORT- 


SAN  FRANCISCO 

MEMORANDUM 

October  18,  2012 

TO:  MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM:        Monique  Moyer /A. 

Executive  Director 


SUBJECT:   Request  approval  of  direct  negotiations  and  Lease  No.  L-15199  (the 
"Lease")  with  the  Black  Coalition  on  AIDS  ("BCA"),  a  Not-For-Profit 
Corporation,  for  approximately  7,369  square  feet  of  a  free  standing 
building  and  approximately  4,235  square  feet  of  paved  land  located  at  601 
Cesar  Chavez  Street  for  use  as  offices,  a  restaurant  and  other  services 
relating  to  BCA's  mission,  for  a  term  of  60  months,  with  one  36  month 
Term  Extension  Option  at  Port's  sole  discretion 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  


Executive  Summary 

The  Black  Coalition  on  AIDS  ("BCA")  submitted  an  unsolicited  offer  to  lease  601  Cesar 
Chavez  to  relocate  its  operations.  The  Port  issued  a  public  solicitation  in  April  2012  for 
proposals  to  renovate  and  operate  the  former  restaurant  site.  The  Port  received  no 
responses  to  the  public  offering,  and  the  building  has  been  vacant  since  2007.  This  item 
is  now  before  the  Port  Commission  because  the  use,  sole-source  lease,  lease  terms 
and  conditions  are  outside  the  criteria  found  in  the  Port  Commission  approved  business 
parameters.  Port  staff  is  requesting  that  the  Port  Commission  adopt  the  Resolution 
approving  the  Lease. 

I.  Background 

BCA  is  dedicated  to  reducing  health  disparities  in  the  black  community,  particularly  the 
spread  of  HIV/AIDS.  BCA  strives  to  achieve  this  focus  by  providing  health  and  wellness 
services  including,  but  not  limited  to,  transitional  housing,  health  education,  advocacy, 
health  case  management  and  other  health-promoting  activities. 
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BCA  has  been  a  pioneer  since  1986  in  providing  health  education,  advocacy  and 
services  to  San  Francisco's  black  community.  BCA  has  accumulated  the  depth  and 
breadth  of  experience  to  serve  the  local  community  as  health  and  outreach  needs 
continue  to  evolve. 

In  September  201 2,  BCA  made  an  unsolicited  offer  to  the  Port  to  lease  601  Cesar 
Chavez  for  the  relocation  of  its  administrative  offices  and  other  services  relating  to 
BCA's  mission  such  as  health-nutrition  education,  health  screening,  health  activity 
workshop,  workforce  development,  and  possible  minimal  clinical  procedures.  In  the 
future  BCA  intends  to  develop  a  restaurant  or  cafe  within  the  premise  for  its  clients, 
associated  with  BCA's  nutrition  education  programs  (see  attached  map). 

On  April  10,  2012  the  Port  Commission  authorized  the  issuance  of  a  Request  for 
Proposals  ("RFP")  for  a  Restaurant  Opportunity  Site  at  601  Cesar  Chavez  Street.  The 
Port  received  no  responses  to  the  RFP  despite  extensive  marketing  efforts  and  broad 
outreach  efforts.  The  site  has  been  vacant  since  2007. 

III.  Leasing  Policy 

Under  the  Port's  Retail  Leasing  Policy  (adopted  in  1993  by  the  Port  Commission  by 
Resolution  No.  93-52  and  Amended  by  Resolution  No.  1 1  -1 5  in  March  201 1 ),  it  is  the 
policy  of  the  Port  Commission  to  competitively  bid  retail  leasing  opportunities.  Retail 
businesses  at  the  Port  are  defined  to  include  such  operations  as  restaurants,  galleries, 
ship  chandleries,  souvenir  shops,  and  excursion  operations.  The  Retail  Leasing  Policy 
reaffirms  the  Port's  commitment  to  foster  and  encourage  full  and  equitable  opportunities 
for  leasing  retail  sites  on  the  waterfront  through  community  outreach  and  a  competitive 
Request  For  Proposal  (RFP)  process. 

The  Retail  Leasing  Policy  does  however,  also  allow  for  direct  sole-source  negotiations 
of  leases  if  a  bid  would  be  impractical  or  impossible  and  the  benefits  of  direct 
negotiations  exceed  the  benefits  of  a  public  offering.  BCA  has  requested  to  enter  into  a 
sole-source  negotiation  for  601  Cesar  Chavez  Street. 

Port  staff  believes  that  another  RFP  is  impractical  and  impossible  because  the  Port 
does  not  expect  it  would  receive  any  other  offers.  The  Port  did  not  receive  any 
responses  to  the  prior  RFP  that  was  extensively  advertised.  The  building  has  been 
vacant  now  for  seven  years. 

Under  the  Retail  Leasing  Policy,  Port  staff  evaluated  whether  BCA  is  the  most  suitable 
economic  tenant,  and  received  and  reviewed  a  business  plan  and  historic  audited 
financial  statements  and/or  tax  returns.  Port  staff  is  seeking  the  Port  Commission's 
approval  to  execute  a  lease  with  BCA.  Port  staff  is  requesting  that  the  Port  Commission 
adopt  the  Resolution  approving  the  Lease. 

IV.  Lease  Terms 

The  proposed  lease  No.L-15199  provides  for  premises  consisting  of  approximately 
7,369  square  feet  of  a  free  standing  building,  approximately  4,235  square  feet  of  paved 
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land,  and  seventeen  parking  stalls  directly  in  front  of  the  building.  The  term  of  the  lease 
is  sixty  months  with  one  thirty-six-month  term  extension  option  at  the  Port's  sole 
discretion,  a  six-month  rent  abatement  in  which  no  rent  is  charged  for  the  purpose  of 
constructing  tenant  improvements,  and  an  initial  monthly  rent  in  the  amount  of 
$3,431 .70.  The  lease  provides  for  an  annual  rent  escalation  of  2.5%  and  percentage 
rent  in  the  amount  of  6%  of  all  gross  revenues  derived  from  a  restaurant  or  cafe.  The 
percentage  rent  is  in  addition  to  base  rent  and  is  not  contingent  on  the  amount  of  base 
rent. 

The  building  sustained  some  damage  upon  the  termination  and  move-out  of  the  former 
tenant  and  has  been  vacant  for  seven  years  resulting  in  some  deterioration  to  the 
building  level  systems.  BCA  will  construct  a  minimum  of  $40,500  of  tenant 
improvements/repairs.  The  majority  if  not  all  of  these  improvements/repairs  are 
considered  the  landlord's  responsibility  such  as  replacement  of  missing  bathroom 
fixtures,  repairs  or  replacement  of  the  heating  system,  repairs  to  the  electrical  system, 
and  other  miscellaneous  repairs.  In  consideration  of  these  improvements,  BCA  will  be 
eligible  to  an  amortized  credit  in  the  amount  of  $750  deducted  from  BCA  base  rent  per 
month  in  months  6-60. 

BCA  will  provide  the  Port  with  the  requisite  insurance  coverage  in  the  types  and 
amounts  required  by  the  City's  Risk  Manager.  The  lease  will  provide  for  other  Port 
standard  policies  such  as  the  Rules  and  Regulations  for  Restaurants,  which  include 
best  management  practices. 

If  approved  by  the  Port  Commission,  BCA  permitted  uses  may  include  several  clinical 
procedures  including  rapid  testing  skin  pricks  and  blood  draws  conducted  for  HIV 
testing,  and  glucose  and  cholesterol  screenings.  Urine  samples  will  also  be  collected 
for  drug  screenings.  Samples  may  be  analyzed  on  site  or  sent  off  site  for  laboratory 
analysis.  Other  clinical  procedures  such  as  radiology  shall  be  prohibited.  All  clinical 
procedures  must  fully  comply  with  all  applicable  laws,  including  the  San  Francisco 
Department  of  Public  Health  HIV  Prevention  'Policies  and  Operations  Manual  for  HIV 
Testing  Services  in  Community-Based  Settings',  and  proper  management  of  all 
biological  waste  and  sharps  or  used  needles.  In  addition,  the  City  Risk  Manager  may 
require  additional  insurance  coverage.  These  requirements  will  be  included  in  the  lease. 

CEQA 

The  proposed  lease  for  BCA  health  services  and  client  cafe/restaurant  use  would 
continue  the  previous  restaurant  use,  although  likely  at  a  reduced  intensity  as  the 
building  would  also  house  BCA  administrative  office  use.  The  proposed  change  in 
lease  falls  under  the  General  Rule  Exclusion  issued  to  the  Port  by  the  San  Francisco 
Planning  Department,  in  compliance  with  the  California  Environmental  Quality  Act 
(CEQA),  which  permits  the  Port  to  re-lease  facilities  to  continue  existing  uses,  without 
substantial  use  intensification  or  physical  changes  to  the  premises. 
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V.  Recommendation 


Port  staff  recommends  that  the  Port  Commission  approve  of  direct  negotiations  and 
Lease  No.  L-15199  with  the  Black  Coalition  on  AIDS,  a  not-for-profit  corporation  for 
approximately  7,369  square  feet  of  a  free  standing  building  and  approximately  4,235 
square  feet  of  paved  land  located  at  601  Cesar  Chavez  Street  for  use  as  offices,  a 
restaurant  and  other  services  relating  to  BCA's  mission,  for  a  term  of  60  months,  with 
one  36  month  Term  Extension  Option  at  Port's  sole  discretion. 


Prepared  by:  Jeffrey  A.  Bauer,  Senior  Leasing  Manager 
Real  Estate 

For:  Susan  Reynolds,  Deputy  Director 

Real  Estate 

Byron  Rhett,  Deputy  Director 
Planning  and  Development 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  12-81 

WHEREAS,  Charter  Section  B3.581  grants  to  the  Port  Commission  the  authority  and 
duty  to  use,  conduct,  operate,  maintain,  regulate  and  control  the  lands 
within  the  Port  jurisdiction;  and 

WHEREAS,  Pursuant  to  Port  Commission  Resolution  No.  93-52  as  amended  by 

Resolution  No.  11-15  in  March  2011  (the  Retail  Leasing  Policy),  it  is  the 
policy  of  the  Port  Commission  to  competitively  bid  retail  leasing 
opportunities;  and 

WHEREAS,  The  Port  Commission  provides  for  an  exception  to  bidding  retail  leasing 
opportunities  under  the  Retail  Leasing  Policy  and  allows  for  direct  sole- 
source  negotiations  of  leases  if  a  bid  would  be  impractical  or  impossible 
and  the  benefits  of  direct  negotiations  exceed  the  benefits  of  a  public 
offering;  and 

WHEREAS,  On  April  10,  2012  the  Port  Commission  authorized  the  issuance  of 

Request  for  Proposals  ("RFP")  for  a  Restaurant  Opportunity  Site  at  601 
Cesar  Chavez  Street  and  received  no  responses  to  the  RFP  despite 
extensive  marketing  efforts  and  broad  outreach  efforts  causing  the  site  to 
be  vacant  since  2007,  therefore  staff  believe  it  is  impractical  and 
impossible  to  lease  the  site  though  a  competitive  process;  and 

WHEREAS,  In  September  2012,  Black  Coalition  on  AIDS  ("BCA")  made  an  unsolicited 
offer  to  the  Port  to  lease  601  Cesar  Chavez  for  the  relocation  of  its 
administrative  offices  and  other  services  relating  to  BCA's  mission  such  as 
health-nutrition  education,  health  screening,  health  activity  workshop, 
workforce  development,  and  possible  clinical  procedures;  in  the  future 
BCA  intends  to  develop  a  restaurant  or  cafe  within  the  premises;  and 

WHEREAS,  Port  staff  and  BCA  have  agreed  on  terms  and  conditions  in  the  proposed 
Lease  No.  L-1 5199  that  includes  approximately  7,369  square  feet  of  a  free 
standing  building,  approximately  4,235  square  feet  of  paved  land,  for  a 
term  of  60  months  with  one  thirty-six  month  extension  option  at  the  Port's 
sole  discretion,  an  initial  monthly  rent  of  $3,431 .70,  as  more  specifically 
described  in  the  staff  report;  and 


WHEREAS,  The  proposed  lease  would  not  involve  a  substantial  change  or 

intensification  of  use,  nor  substantial  physical  changes  to  the  premises 
and  therefore  falls  under  the  General  Rule  Exclusion  issued  to  the  Port  by 
the  San  Francisco  Planning  Department,  in  compliance  with  the  California 
Environmental  Quality  Act;  and  now  therefore,  be  it 


PORTs 


SAN  FRANCISCO 


MEMORANDUM 


October  18,  2012 


TO: 


FROM: 


MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 

Monique  Moyer  ^^^^ 
Executive  Director 


SUBJECT:    Request  consent  to  the  transfer  of  (i)  Lease  No.  L-1 2507  for  premises 
located  at  Wharf  92  and  (ii)  Lease  No.  L-1 3438  for  premises  located  at 
Seawall  Lot  344,  in  connection  with  the  purchase  of  1 00%  of  the  equity 
interests  of  Bode  Concrete  LLC  and  Bode  Gravel  Co.  by  Central  Concrete 
Supply  Co.,  Inc.,  a  wholly-owned  subsidiary  of  U.S.  Concrete,  Inc. 


DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution 


EXECUTIVE  SUMMARY 


Bode  Gravel  Co.  ("Bode")  has  been  an  ongoing  business  in  San  Francisco  since  1915, 
and  a  Port  tenant  at  Wharf  92  in  the  Southern  Waterfront  for  over  1 0  years.  Bode's 
primary  business  is  the  production  and  distribution  of  ready  mix  concrete  to  the 
construction  industry.  The  owners  of  Bode  now  desire  to  sell  their  interests  in  Bode  and 
Bode  Concrete  LLC  to  Central  Concrete  Supply  Co.,  Inc.  ("Central"),  which  is  wholly 
owned  subsidiary  of  U.S.  Concrete,  Inc.  ("U.S.  Concrete").  Under  the  terms  of  the  two 
leases  that  Bode  has  with  the  Port  (the  "Port  Leases"),  the  Port  Commission's  consent  is 
required  for  any  transfers  involving  50%  or  greater  ownership  interest  in  the  tenant.  In  this 
case  the  owners  of  Bode  would  be  transferring  1 00%  of  their  equity  interest  to  Central, 
and  as  such  the  transaction  requires  consent  from  the  Port  Commission,  which  cannot  be 
unreasonably  denied. 

Port  staff  has  completed  its  due  diligence  regarding  the  transaction  and  the  operations  of 
Central  and  U.S.  Concrete,  and  the  credit  worthiness  of  Central  and  U.S.  Concrete  has 
been  thoroughly  reviewed  by  the  Port's  Finance  Manager.  Port  environmental  staff  has 
also  completed  its  review  of  environmental  regulatory  compliance  for  Central  and  U.S. 
Concrete.  Port  staff  recommends  that  the  Port  Commission  consent  to  the  transfer  of  the 
Port  Leases  to  Central  in  connection  with  Central's  purchase  of  100%  of  the  equity 
interests  of  Bode  and  Bode  Concrete  LLC. 

This  Print  Covers  Calendar  Item  No.  9D 


Q£_SAN  FRANCISCO 


TEL    415  274  0400 


415  274  0587 


ADDRESS    Pier  1 


BACKGROUND 


Bode,  in  a  joint  venture  with  Mission  Valley  Rock  Company,  is  currently  a  tenant  at  Wharf 
92  under  Port  Lease  No.  L-12507.  The  premises  consist  of  approximately  192,072  sq.  ft. 
of  land  on  which  Bode  operates  a  ready  mix  concrete  batching  plant.  The  monthly  base 
rent  under  the  lease  is  $40,355.12  per  month,  which  equates  to  $484,261 .44  per  year. 
The  initial  term  of  the  lease  was  for  ten  (10)  years,  commencing  June  15,  2002  and 
terminating  on  June  14,  2012,  with  three  five-year  options  through  2027.  On  February  10, 
2012,  Bode  exercised  its  first  five-year  extension  option  extending  the  lease  term  through 
June  14,  2017. 

Bode  is  also  a  Port  tenant  under  Port  Lease  No.  L-13438  wherein  Bode  is  a  joint  tenant 
with  Allied  Ready  Mix,  LLC,  at  Seawall  Lot  344.  The  premises  consist  of  approximately 
47,025  sq.  ft.  of  land  for  parking  of  trucks.  The  monthly  base  rent  under  the  lease  is 
$9,612.75  per  month,  which  equates  to  $1 15,353.00  per  year.  The  initial  term  of  the  lease 
was  for  five  (5)  years,  commencing  December  1 ,  2003  and  terminating  on  November  30, 
2008.  The  lease  is  currently  on  a  month  to  month  holdover  basis.  After  the  proposed 
transfer  the  Port  will  enter  into  discussions  with  Central  and  Allied  Ready  Mix  with  the 
intent  of  entering  into  a  new  term  lease. 

The  owners  of  Bode  and  Bode  Concrete  LLC  now  desire  to  sell  1 00%  of  their  equity 
interests  to  Central,  a  wholly  owned  subsidiary  of  U.S.  Concrete.  Under  the  terms  of  the 
Port  Leases,  a  sale  of  more  than  50%  of  the  ownership  interest  of  a  tenant  is  deemed  a 
transfer  of  such  tenant's  interest  in  the  Port  Leases  requiring  the  Port  Commission's 
consent.  Except  for  the  change  in  ownership  of  Bode,  the  transaction  will  not  modify,  alter 
or  change  any  rights  or  obligations  of  any  tenant  under  the  Port  Leases. 

PROPOSED  TERMS  FOR  TRANSFER  OF  LEASES  AND  CONSENT  OF  LANDLORD 

Parties  to  the  Sale 

Sellers:  Family  trusts  of  each  of  Randolph  R.  Boardman,  Douglas  H.  Boardman,  Danvers 
M.  Boardman  III  and  Kathy  M.  Boardman 

Buyer:  Central  Concrete  Supply  Co.,  Inc.,  a  wholly  owned  subsidiary  of  U.S.  Concrete, 
Inc. 

Transaction 

Subject  to  the  satisfaction  of  customary  closing  conditions,  Central  is  purchasing  100%  of 
the  equity  interests  of  Bode  and  Bode  Concrete  LLC.  In  connection  with  the  transaction, 
U.S.  Concrete  has  agreed  to  guaranty  the  tenant  obligations  under  the  Port  Leases. 

Transfer  of  Port  Leases 

Bode  is  a  tenant  under  Lease  No.  L-12507  dated  March  13,  2001  (in  a  joint  venture  with 
Mission  Valley  Rock  Company)  and  Lease  No.  L-13438  dated  June  24,  2003  (with  Allied 
Ready  Mix  LLC,  jointly  and  severally  liable).  Under  the  terms  of  the  Port  Leases,  a  sale  of 
more  than  50%  of  the  ownership  interest  of  a  tenant  is  deemed  a  transfer  of  such  tenant's 


interest  in  the  Port  Leases.  Except  for  the  change  in  ownership  of  Bode  and  the  guaranty 
to  be  provided  by  U.S.  Concrete,  the  transaction  will  not  modify,  alter  or  change  any  rights 
or  obligations  of  any  tenant  under  the  Port  Leases. 

The  credit  worthiness  of  Central  and  its  parent,  U.S.  Concrete,  has  been  thoroughly 
reviewed  and  approved  by  the  Port's  Finance  Manager.  Port  staff  also  have  conducted 
due  diligence  regarding  the  transaction  and  the  operations  of  Central. 

Port  environmental  staff  has  reviewed  and  approved  Central  and  U.S.  Concrete  regarding 
environmental  and  regulatory  compliance.  The  operations  are  compliant  and  have  a 
progressive  environmental  and  safety  record  that  promotes  sustainability,  as  evidenced  by 
several  awards, 

Central  is  located  in  the  Bay  Area  and  is  a  wholly  owned  subsidiary  of  U.S.  Concrete. 
Central's  primary  business  is  providing  the  construction  industry  with  ready  mix  concrete 
and  other  building  materials,  and  has  been  operating  in  the  greater  Bay  Area  for  over  60 
years.  Central  has  1 1  plants  in  the  Bay  Area  and  has  worked  on  numerous  award-winning 
and  LEED  certified  projects,  including  the  California  Academy  of  Sciences  and  the  new 
headquarters  for  the  San  Francisco  Public  Utilities  Commission.  Four  of  Central's  plants 
have  been  recognized  by  the  National  Ready  Mixed  Concrete  Association  for 
Environmental  Excellence. 

U.S.  Concrete  is  headquartered  in  Texas  and  is  among  the  top  10  producers  of  ready  mix 
concrete  in  the  United  States. 

RECOMMENDATIONS 

Port  staff  recommends  that  the  Port  Commission  consent  to  the  transfer  of  (i)  Lease  No. 
L-12507  for  premises  located  at  Wharf  92  and  (ii)  Lease  No.  L-13438  for  premises  located 
at  Seawall  Lot  344,  in  connection  with  the  purchase  of  100%  of  the  equity  interests  of 
Bode  Concrete  LLC  and  Bode  Gravel  Co.  by  Central  Concrete  Supply  Co.,  Inc.,  a  wholly- 
owned  subsidiary  of  U.S.  Concrete,  Inc.,  subject  to  U.S.  Concrete's  agreement  to  guaranty 
the  tenants'  obligations  under  the  Port  Leases. 


Prepared  by:  Mark  Lozovoy,  Assistant  Deputy  Director,  Real  Estate 
For:  Susan  Reynolds,  Deputy  Director,  Real  Estate 

Attachment: 

Memorandum  on  Financial  Review  of  Central  Concrete  Company  and  US  Concrete 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  12-82 


WHEREAS,  Section  B3.581  of  the  Charter  of  the  City  and  County  of  San  Francisco 

empowers  the  Port  Commission  with  the  power  and  duty  to  use,  conduct, 
operate,  maintain,  manage,  regulate  and  control  the  Port  area  of  the  City 
and  County  of  San  Francisco;  and 

WHEREAS,  the  current  tenant  under  Lease  No.  L-12507  is  Bode  Gravel  Company  and 
Mission  Valley  Rock  Company,  a  joint  venture,  for  premises  located  at 
Wharf  90;  and 

WHEREAS,  the  current  tenant  under  Lease  No.  L-13438  is  Bode  Gravel  Co.  and  Allied 
Ready  Mix,  LLC,  as  joint  tenants  for  premises  located  at  Seawall  Lot  344; 
and 


WHEREAS,  the  owners  of  Bode  Gravel  Co.  and  Bode  Concrete  LLC  desire  to  sell 
1 00%  of  their  equity  interests  in  the  two  companies  to  Central  Concrete 
Supply  Co.,  Inc.  ("Central"),  a  wholly  owned  subsidiary  of  U.S.  Concrete, 
Inc.;  and 

WHEREAS,  under  the  terms  of  Lease  No.  L-12507  and  Lease  No.  L-13438,  a  sale  of 
more  than  50%  of  the  ownership  interest  of  a  tenant  is  deemed  a  transfer 
of  such  tenant's  interest  in  the  Port  leases  and  requires  the  consent  of  the 
Port  Commission;  now,  therefore  be  it 

RESOLVED,  that  the  Port  Commission  hereby  consents  to  the  transfer  of  Lease  No.  L- 
12507  and  Lease  No.  L-13438  in  connection  with  Central's  purchase  of 
1 00%  of  the  equity  interests  in  Bode  Gravel  Co.  and  Bode  Concrete  LLC, 
under  such  terms  as  are  described  in  the  staff  report,  including  the 
requirement  that  U.S.  Concrete,  Inc.  guaranty  the  tenant  obligations  under 
Lease  No.  L-12507  and  Lease  No.  L-13438;  and  be  it  further 

RESOLVED,  that  the  Executive  Director  or  her  designee  is  hereby  authorized  to 

execute  all  such  appropriate  documentation  as  she  deems  necessary  or 
appropriate  to  implement  this  Resolution  in  a  form  approved  by  the  City 
Attorney,  such  determination  to  be  conclusively  evidenced  by  the 
execution  and  delivery  by  the  Executive  Director,  or  her  designee,  of  any 
such  document. 


/  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port 
Commission  at  its  meeting  of  October  23,  2012. 


Secretary 


ATTACHMENT 


MEMORANDUM 

To:       Monique  Mover 
Eileen  Malley 

cc:  Elaine  Forbes 

From:  Law  rence  Brown,  Financial  Analyst 

Date:  18  October  2012 

Re:  Financial  Review  of  Central  Concrete  Company  and  US  Concrete 


Pursuant  to  your  request,  I  have  analyzed  the  financial  ability  of  Central  Concrete  Supply  Company, 
(( Central)  in  connection  with  Central's  proposed  purchase  of  Bode  Gravel  Company  and  Bode  Concrete 
1 J  .C,  a  Port  tenant. 

Summary  Conclusion 

From  a  financial  perspective,  we  do  not  see  an  unwarranted  increase  in  risk  from  the  purchase  of  Bode  by 
Central  Concrete  Supply  Company,  and  we  feel  comfortable  with  the  transfer  from  a  financial  perspective. 

Information  Used  in  the  Review 

In  undertaking  the  analysis,  I  reviewed  financial  information  provided  by  Central  and  US  Concrete  (their 
parent  company)  plus  information  obtained  from  the  internet. 

The  financial  information  available  for  Central  was  extremely  limited,  and  not  sufficient  to  adequately  assess 
their  financial  condition.  As  a  result,  I  have  restricted  my  review  to  an  assessment  of  the  financial  ability  of 
US  Concrete.  This  is  also  supported  by  the  fact  that  there  is  no  restriction  on  the  upstteaming  of  dividends 
and/ or  earnings  from  Central  to  the  parent  company.  Thus,  US  Concrete  is  ultimately  responsible  for  the 
financial  health  of  its  subsidiary. 

Background 

Central  Concrete  Supply 

Central  Concrete  Supply  is  a  wholly  owned  subsidiary  of  US  Concrete,  and  was  one  of  the  founding 
companies  of  U.S  Concrete.  Prior  to  being  acquired  by  US  Concrete,  Central  had  been  serving  the  San 
Francisco  Bay  area  for  over  50  years  as  a  producer  of  ready-mixed  concrete. 

Central,  headquartered  in  San  Jose  has  14  ready-mixed  concrete  plants  and  it  operates  a  fleet  of  276  concrete 
mixer  trucks.  Central  serves  the  Northern  California  market  with  its  marketing  area  extending  from  the  San 
Francisco  Bay  area  to  Sacramento.  According  to  the  company,  it  is  the  6"1  largest  producer  of  ready-mixed 
concrete  in  the  United  States.  Management  has,  on  average,  been  with  the  firm  many  years. 

US  Concrete 

US  Concrete  is  a  major  producer  of  ready  mixed  concrete  and  concrete  related  products.  The  company 
principally  operates  in  Texas,  California,  New  Jersey  and  New  York.  Currently  the  firm  operates  95  fixed 


and  12  portable  ready-mixed  concrete  plants,  two  precast  concrete  plants  and  seven  plants  producing 
aggregates  (crushed  stone,  sand  and  gravel).  For  the  year  ended  December  31,  2011,  these  facilities 
produced  approximately  4.0  million  cubic  yards  of  ready-mixed  concrete  from  continuing  operations  and  3 
million  tons  of  aggregates.  Management  of  the  firm  is  viewed  to  be  experienced. 

US  Concrete  was  founded  in  December  of  1998,  and  began  operations  in  1999  with  the  acquisition  of  six 
concrete  companies  serving  the  San  Francisco  Bay  area,  Sacramento,  Washington,  D.C.  and  Northern  New 
Jersey.  In  the  ensuing  years,  US  Concrete  acquired  twenty  two  companies,  and  expanded  into  several  new 
markets.  In  April  of  2010,  the  company  filed  for  Chapter  11  bankruptcy  due  to  a  sharp  reduction  in 
business  caused  by  the  downturn  in  the  construction  industry  in  the  United  States.  While  in  bankruptcy  the 
Firm  reorganized  and  shed  unprofitable  operations.  US  Concrete  emerged  from  bankruptcy  on  August  31, 
2010. 

Financial  Performance 

Since  US  Concrete  emerged  from  bankruptcy  in  August  of  2010,  the  firm  has  made  significant  progress  in 
improving  its  financial  performance,  but  as  of  June  30,  2012  the  firm  is  still  reporting  net  losses  and  cash 
flow  deficits. 

The  company's  10-K  report  filed  with  the  U.S.  Securities  and  Exchange  Commission  for  the  fiscal  year 
ended  12/31/11  shows  that  at  year  end  US  Concrete  had  total  assets  of  $269.7  million.  These  assets 
consisted  mainly  of  plant  and  equipment  and  trade  receivables.  Total  equity  stood  at  $116.1  million.  For 
the  year  ended  12/31/11,  US  Concrete  reported  net  revenues  of  $495.0  million,  and  a  net  loss  from 
continuing  operations  of  ($11.7)  million.  The  firm  also  posted  a  ($16.0  million)  operating  loss  from 
continuing  operations,  and  a  pretax  loss  of  ($12.5)  million.  Although  substantial,  this  represented  a 
significant  improvement  over  the  prior  12  months  (  1/1/10  -  12/31/11)  when  the  predecessor  company 
(predecessor  to  the  bankruptcy)  and  the  current  company  posted  a  combined  operating  loss  of  ($19.7) 
million,  and  a  combined  pretax  loss  of  ($38.8)  million. 

The  company's  10-Q  report  filed  with  the  U.S.  Securities  and  Exchange  Commission  for  the  second  quarter 
ended  6/30/12  reveals  that  for  the  six  months  ended  6/30/12,  US  Concrete  posted  a  net  loss  from 
continuing  operations  of  ($10.5)  million.  This  represents  a  considerable  improvement  over  the  same  period 
last  year  when  the  company  posted  a  net  loss  of  ($21.8)  million.  The  first  three  months  of  the  fiscal  year 
(the  Jan  to  Mar  time  period)  are  typically  the  slowest  period  for  the  firm;  and,  as  a  result,  we  expect  full  year 
results  for  2012  to  show  an  improvement  over  the  six  month  6/30/12  performance.  Very  preliminary 
indications  from  the  firm  suggest  that  US  Concrete  will  report  a  significant  operating  income  for  the  June  — 
September  2102  quarter. 

The  firm's  improved  financial  performance  stems  from  improved  conditions  in  the  construction  industry  in 
all  of  the  regions  in  which  the  company  operates,  with  the  exception  of  the  New  York/New  Jersey  area. 
During  the  first  half  of  2012  ready  mix  prices  rose  an  average  of  4.6%  and  product  volume  rose  28.4%; 
respectively,  as  compared  with  the  same  period  one  year  ago. 

In  addition  to  the  above,  company  management  has  indicated  that  its  precast  concrete  operations  are  not 
core  to  their  business.  In  August  of  2012,  company  management  sold  the  firm's  California  based  precast 
concrete  operations,  and  they  are  evaluating  US  Concrete's  remaining  precast  operations  to  determine  their 
strategic  fit  in  the  company's  business  strategy. 
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I  S  Concrete  has  a  secured  credit  facility  available  to  it  for  borrowings,  the  issuance  of  standby  letters  of 
credit  and  for  acquisitions.  The  company  refinanced  its  credit  facility  in  September,  2012.  The  new 
agreement:  1)  increased  the  company's  credit  line  from  $75  million  to  $80  million,  ii)  reduced  the  interest 
rate;  iii)  and  extended  the  mamrity  date  of  the  facility  from  August,  2014  to  July,  2015.  The  company's  new 
credit  facility  can  also  be  increased  to  5 1 25  million,  provided  certain  conditions  are  achieved,  and  provided 
the  borrowing  base  is  large  enough  to  support  the  increased  borrowings. 

L'S  Concrete  also  has  $55  million  of  Convertible  Notes  outstanding  which  were  issued  at  the  time  that  the 
company  emerged  from  bankruptcy.  The  Notes  bear  an  interest  rate  of  9.5%  and  mature  August  31,  2015. 
They  are  convertible  at  any  time  at  die  option  of  the  holder  into  the  company's  common  stock  at  a  price  of 
$  10.25/share  Over  the  last  12  months,  the  company's  common  stock  price  has  been  as  low  as  $1.90,  but  is 
currently  trading  at  about  $6.07. 

Looking  f  orward 

The  company's  financial  performance  is  highly  dependent  on  the  construction  industry,  which  is  cyclical  in 
nature.  In  aeldition,  the  company's  business  is  seasonal  with  the  winter  months  resulting  in  the  lowest 
demand  for  the  company's  product.  In  recent  years,  the  ready-mixed  industry  has  been  highly  competitive 
and  has  been  plagued  with  significant  overcapacity.  Benefiting  US  Concrete  is  the  fact  that  it  is  the 
dominant  player  in  the  four  major  markets  in  which  it  principally  operates.  Locally,  the  acquisition  of  Bode 
Gravel  and  Concrete  would  enhance  its  dominate  position.  Through  its  Central  Concrete  subsidiary,  the 
company  will  also  be  one  of  the  largest  customers  of  Hanson  Aggregates,  a  Port  tenant. 

The  improving  trend  for  the  construction  industry  is  expected  to  continue  through,  at  least,  the  medium 
term.  Concrete  Construction  magazine  forecasts  the  construction  industry  to  grow  at  an  average  annual  rate 
of  7.3°  o  for  the  five  year  period  from  2012  -  2017.  More  specifically,  the  Portland  Concrete  Association,  a 
trade  group,  estimates  that  demand  for  ready-mixed  concrete  will  increase  significantly  over  the  next  4  years, 
as  shown  below: 


Concrete  In  US  —  All  Regions 
Amount 

Percent  Change 

Northern  California  Region 
Amount 

Percent  Change 

The  company's  finances  should  improve  substantially  over  this  period  even  if  actual  growth  turns  out  to  be 
much  less  than  forecast.  Further,  the  reduced  interest  rate  on  the  company's  secured  credit  facility,  resulting 
from  the  refinance,  should  contribute  to  improved  operating  performance.  Improved  operating 
performance  would  substantially  increase  the  chances  that  the  company's  stock  price  will  rise  above 
$  10.25/share.    This  eventuality  would,  in  turn,  make  it  more  likely  that  the  holders  of  the  company's 
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Demand  for  Ready  Mixed  Concrete 
(thousands  of  cubic  yards) 


2011 


2012 


2013 


2014 


2015 


5,496,367        6,280,543        6,723,293        7,992,294  10,362,795 
14.3%  7.0%  18.9%  29.7% 


760,537  946,269        1,003,169        1,289,079  1,683,736 

24.4%  6.0%  28.5%  30.6% 


convertible  notes  will  convert  their  note  holdings  to  shares  of  company  stock  thus  relieving  the  company  of 
the  need  to  repay  the  debt  via  cash. 

Conclusion 

C  riven  the  anticipated  improvement  in  the  construction  industry,  we  believe  that  continued  improvement  in 
I  S  Concrete's  financial  performance  is  likely  to  continue  for  the  near  term.  The  company's  management  is 
experienced  and  the  firm  is  a  dominant  player  in  the  major  markets  in  which  it  operates.  Locally,  that 
dominate  position  should  be  enhanced  by  the  purchase  of  Bode  Gravel  and  Concrete  by  US  Concrete  via  its 
wholly  ow  ned  subsidiary  Central  Concrete  Supply  Company.  As  a  result,  from  a  financial  perspective,  we 
do  not  see  an  unwarranted  increase  in  risk  from  the  purchase  of  Bode  by  Central,  and  feel  comfortable  with 
the  trans ter  on  financial  grounds. 
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MEMORANDUM 


October  18,  2012 


TO: 


MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM:        Monique  Mover  \K 


Executive  Director 


SUBJECT:    Informational  update  on  status  of  Port  infrastructure  work,  tenant  relocation 
and  other  Port  obligations  under  the  Lease  Disposition  Agreement  in 
preparation  for  the  34th  America's  Cup  Events  in  2012  and  2013 

DIRECTOR'S  RECOMMENDATION:  No  Action  Required;  Informational  Item  Only 


As  this  is  a  periodic  update,  new  information  is  underlined  to  facilitate  review. 
OVERVIEW 

On  August  14,  2012,  the  Port  and  America's  Cup  Event  Authority  ("Authority")  executed  the 
Lease  Disposition  Agreement  ("LDA")  between  the  City  acting  through  the  Port  and  the 
Authority.  In  September  and  October,  the  Port  Commission  and  Board  of  Supervisors 
made  further  changes  to  the  LDA  regarding  certain  force  majeure  events.  Concurrent  with 
LDA  execution,  the  Port  delivered  Venue  Leases  for:  Piers  30/32,  portions  of  Pier  19-23, 
and  portions  of  the  Pier  27/29  Valley  and  Venue  Licenses  for:  Pier  80  and  portions  of  Pier 
45,  each  in  the  form  approved  by  the  Port  Commission.  The  LDA  and  Venue  Leases  and 
Licenses  were  effective  immediately.  The  Authority  is  scheduled  to  return  portions  of  Pier 
45  and  the  entirety  of  Piers  30/32,  including  water  space  no  later  than  October  22,  2012  so 
that  the  Port  can  conduct  additional  infrastructure  improvements  at  that  location.  The  Port 
may  also  use  available  areas  Pier  30/32  for  revenue  generation  until  it  must  be  turned  back 
to  the  Authority  on  March  1 ,  201 3.  Upcoming  venue  deliveries  include  the  portion  of  the 
Pier  29  Shed  undamaged  in  the  fire,  portions  of  the  Pier  27/29  Valley  and  the  Beltline 
Building  in  December  and  January. 

At  the  May  29,  2012  Port  Commission  meeting,  Port  staff  provided  a  staff  report,  dated  May 
24,  2012  and  briefing  on  the  status  of  the  AC34  preparations  scheduled  for  2012  and  2013. 


THIS  PRINT  COVERS  CALENDAR  ITEM  NO.  10A 


DFSAN  F  RANC  IS  CO 


TEL    415  274  0400 


TTY     415  274  0587 


ADDRESS    Pier  1 


Staff  provided  monthly  updates  to  the  May  report  at  the  July  5,  2012  and  August  10,  2012 
and  September  1 1 ,  201 2  meetings  of  the  Port  Commission.  This  staff  report  provides  the 
fifth  monthly  update  to  the  Port  Commission  describing  preparations  for  AC34.  The  report 
includes: 

•  an  update  on  the  One  Stop  Shop  at  Pier  23; 

•  a  progress  report  for  Port  capital  projects  required  by  the  LDA; 

•  funding  sources  for  the  delivery  of  these  projects; 

•  a  description  of  continuing  permitting  efforts  for  AC34; 

•  an  update  on  the  James  R.  Herman  Cruise  Terminal  and  Brannan  Street  Wharf 
construction  projects,  as  well  as  on  repairs  to  Pier  29  following  the  fire  of  June  20, 
2012; 

•  an  update  on  the  status  of  delivery  of  sites  to  the  Authority  and  the  return  of  sites  to 
the  Port;  and 

•  a  description  of  the  Port's  efforts  to  repair  the  Venues  pursuant  to  the  requirements 
of  Section  1 .2(h)  of  the  LDA,  which  requires  the  Port  to  make  a  series  of  repairs 
listed  in  Schedule  5  of  that  document. 

Port  staff  will  continue  to  provide  regular  updates  on  AC34  issues  during  the  project 
construction  and  implementation  period,  with  updates  from  the  Real  Estate,  Planning, 
Engineering,  Maintenance  and  Finance  Divisions,  as  appropriate. 

ONE  STOP  SHOP 

On  August  2,  2012,  the  America's  Cup  Event  Authority  ("ACEA"),  partnered  with  OEWD, 
the  Port,  31 1 ,  SF  Travel  and  the  San  Francisco  Chamber  of  Commerce,  and  opened  the 
One  Stop  Shop  at  Pier  23.  Anne  Taupier  of  OEWD  serves  as  director  of  the  One  Stop 
Shop  office,  the  purpose  of  which  is  to  provide  a  single  point  of  contact  for  America's  Cup 
competitors  and  the  public  alike,  similar  to  a  service  provided  by  the  government  of  Spain 
during  the  33rd  America's  Cup. 

Following  the  October  2012  America's  Cup  World  Series  and  until  the  weeks  preceding  the 
Louis  Vuitton  Cup  in  mid-2013,  traffic  is  expected  to  be  light.  Port  involvement  with  the 
One  Stop  Shop  during  this  time  is  likely  to  be  limited  to  responsiveness  to  visa  and 
immigration  questions  as  well  as  permitting  questions  that  may  arise  from  one  of  the 
competing  teams  (ACEA  personnel  have  indicated  that  they  intend  to  turn  over  some 
permitting  functions  to  individual  teams  for  the  2013  races). 

AC34  PORT  CAPITAL  PROJECT  UPDATE 

Under  the  proposed  LDA,  the  Port  will  undertake  several  required  infrastructure 
improvements  to  support  Venues  programmed  for  Port  waterfront  facilities,  including  public 
access  improvements  to  meet  the  San  Francisco  Bay  Conservation  and  Development 
Commission's  ("BCDC")  requirements  and  environmental  improvements  to  meet  other 
permitting  requirements.  These  improvements,  described  below,  include  improvements  to 
Piers  27-29,  which  will  be  coordinated  with  the  ongoing  construction  of  Phase  1  of  the 
James  R.  Herman  Cruise  Terminal: 
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1 .  Pile  repairs  to  Pier  29  substructure,  and  demolition  and  reconfiguration  of  the  north 
end  of  the  Pier  29  shed  prior  to  the  2013  events; 

2.  Stormwater  management  improvements  along  the  north  end  of  Piers  27-29  deck 
prior  to  the  201 3  events; 

3.  Upgrade  to  Pier  23  electrical  utilities  prior  to  the  201 3  events; 

4.  Repairs  and  utility  upgrades  to  Piers  30-32,  which  will  be  implemented  in  two 
phases;  Phase  1  repairs  occurred  prior  to  the  2012  events,  Phase  2  repairs  will 
occur  prior  to  the  201 3  events; 

5.  Repair  of  Pier  1 9  south  apron  prior  to  201 3  events; 

6.  Demolition  of  Pier  Vz  prior  to  201 3  events;  and 

7.  Removal  of  Pier  64  and  construction  of  a  bird  platform  at  Pier  64  after  the  2013 
events. 

As  authorized  by  the  Port  Commission  on  April  24,  2012,  Port  staff  executed  the  fourth 
amendment  to  the  Construction  Manager/General  Contractor  contract  with  Turner 
Construction  Company  to  increase  the  total  authorization  from  $49,978,883  to  a  total 
authorization  of  $64,719,777  (an  addition  of  $14,740,894)  to  fund  new  public  improvements 
related  to  AC34  events  at  Pier  29,  Pier  23,  Pier  1/2,  and  Piers  30-32.  In  the  case  of  the 
Pier  19  South  Apron  project,  Turner  has  purchased  piles  for  the  Port  and  Port  Maintenance 
staff  is  performing  the  construction  work. 
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Table  1 :  Status  of  AC34  Capital  Projects 

No. 

Project  Title 

Design 

Completion 

Date 

Scheduled 

Construction 

Start 

Scheduled 

Construction 

Completion 

Current  Status 

1 

Pier  29 

Substructure  Repair 

04/27/2012 

07/09/2012 

09/15/2012 

Substructure  repair 
work  has  bequn,  with 
completion  expected 
before  Christmas 
2012. 

2 

Pier  23  Electrical 
Upgrade 

07/20/2012 

09/01/2012 

12/31/2012 

Drawinqs  in  orooress 

3 

Pier  19  South  Apron 

04/27/2012 

08/01/2012 

02/15/2013 

Work  is  in  proaress 

4 

Pier  Vz  Demolition 

04/27/2012 

08/15/2012 

12/31/2012 

Work  underway;  to  be 
finished  bv  end  of 
October  2012. 

5.1 

Piers  30-32 
Phase  I 

05/21/2012 

06/27/2012 

07/20/2012 

Complete;  closed  out 

5.2 

Piers  30-32 
Phase  2 

08/31/2012 

10/20/2012 

02/14/2013 

Construction  to  beqin 
10/22/12.  with 
completion  expected 
bv  12/31/12. 

6 

Pier  64  Demolition 
&  Caspian  Tern 
Nesting  Platform 

March  2013 

09/02/2013 

01/29/2014 

Drawinqs  in  proqress 

7 

Pier  29  North  End 
Reconfiguration 

04/27/2012 

06/24/2012 

08/31/2012 

Construction  in 
progress 

8 

Pier  27-29  North  Tip 
Drainage 

06/28/2012 

Jan.  2013 

03/01/2013 

Work  awarded 

9 

Piers  30/32 
Dredging 

10/15/2012 

11/30/2012 

State  Lands  lease  to 
be  aooroved  10/19/12. 
All  other  permits 
aooroved. 

Project  Nos.  7  and  8  in  Table  1  above  are  included  in  the  third  amendment  to  the  Turner 
construction  contract. 


In  addition  to  the  capital  construction  projects  listed  above,  BCDC's  approval  of  the  AC34 
project  also  requires  temporary  public  access  improvements  in  the  form  of  two  "parklets' 
for  the  2013  events,  on  the  marginal  wharf  between  Piers  9  and  15;  and  at  the  Pier  24 
lookout  point  of  the  Bay  Bridge.  The  Port  is  working  cooperatively  with  the  Exploratorium, 
as  the  Pier  9-1 5  parklet  may  include  a  portion  of  the  marginal  wharf  within  the 
Exploratorium  leasehold,  and  with  a  consultant,  Rebar,  to  develop  a  concept  design  for 
both  locations.  The  parklet  improvements  would  be  in  place  by  June  30,  2013  for  the 
America's  Cup  events,  through  October  2013. 

The  Port  also  has  hired  a  consultant  to  develop  recreational  water  access  improvements 
for  kayaks  and  non-motorized  craft  at  the  Pier  52  public  boat  launch,  another  BCDC  public 
access  requirement  for  AC34.  The  consultants,  Creegan  +  D'Angelo  and  Coastal 
Engineering,  have  developed  a  concept  design  that  allows  the  existing  float  to  be  improved 
with  a  lower  platform  to  allow  kayakers  and  other  low-boarding  craft  easy  access. 
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FUNDING 


The  projects  listed  above  are  financed  with  a  combination  of  funds  from  the  following 
sources:  (i)  Port  capital  funds,  (ii)  2010  Port  Revenue  Bond  funds  reallocated  for  AC34 
projects,  (iii)  funding  from  the  America's  Cup  Organizing  Committee,  (iv)  funding  from  a 
new  certificates  of  participation  ("COPs")  issuance  which  the  City  will  undertake  on  behalf 
of  the  Port,  and  (v)  San  Francisco  County  Transit  Authority's  Proposition  K  grant  funds. 
The  City  and  Port  are  working  on  the  COP  issuance.  In  the  interim,  the  City  has  agreed  to 
use  commercial  paper  to  provide  bridge  financing  for  these  critical  projects  until  the  COPs 
are  issued. 


Table  2  below  shows  a  breakdown  of  funding  for  the  Port's  AC34  construction  projects  and 
Cruise  Terminal-related  projects.  Revised  amounts  are  shown  in  bold. 


Table  2:  AC34  Project  Funding  Sources 

No. 

Project  Name 

Current 
Estimated 
Project  Cost 

COPs/ 

Com. 

Paper 

Port 
Capital 

Reapprop. 
Port 

Revenue 
Bonds 

ACOC 
Funds 

Prop  K 

Grant 

Funds 

1 

Pier  29  Substructure 
Repair 

$1,114,200 

$314,200 

$800,000 

2 

Pier  23  Electrical 
Upgrade 

$552,000 

$552,000 

3 

Pier  19  South  Apron 

$1,200,000 

$1 ,200,000 

4 

Pier  1/2  Demolition 

$1,336,400 

$36,400 

$1,300,000 

5.1 

Piers  30-32 
Phase  I 

$1 .689.600 

$1 ,689.600 

5.2 

Piers  30-32 
Phase  2 

$3,371,600 

$3,371,600 

6 

Pier  64  Demolition  & 
Bird  Nesting 
Platform 

$1,047,000 

$1,047,000 

7 

Pier  29  North  End 
Wall  Configuration 

$800,000 

$800,000 

8 

Pier  27-29  North  Tip 
Drainage 

$1,598,600 

$1,598,600 

9 

AC34  Improvements 
10%  Project 
Contingency 

$1,271,700 

$526,480 

$238,340 

$506,880 

10 

GM.GC  Fee 

$1,098,500 

$226,000 

$189,500 

$688,800 

11 

Materials  Testing  & 
Special  Inspect 

$275,000 

$275,000 

12 

AC34  Project 
Management 

$250,000 

$250,000 

13 

AC34  Environmental 
Plan  &  Monitoring 

$503,100 

$503,100 

14 

Other  AC34  Soft 
Costs 

$250,000 

$250,000 

TOTAL 

$16,363,500 

$5,695,380 

$1,511,240 

$6,256,880 

$1,600,000 

$1,300,000 
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The  Port  has  awarded  contracts  for  demolition  of  Pier  Vz  and  substructure  repairs  to  Pier 
29.  Work  on  both  projects  began  in  late  August.  Phase  I  work  at  Piers  30-32  was 
completed  and  Piers  30-32  were  used  as  team  bases  for  the  201 2  events. 


Total  Delivery  Costs  for  the  AC34  Construction  Projects: 
(Items  1  through  6,  9  and  10): 


$12,686,800 


Total  Costs  for  the  Cruise  Terminal  Projects  (Items  7  and  8) 


$2,398,600 


Total  Estimated  A&E,  Environmental,  and  Other  Soft  Costs 
(Items  1 1  through  14): 


$1,278,100 


TOTAL: 


$16,363,500 


CALIFORNIA  ENVIRONMENTAL  QUALITY  ACT  AND  PERMITTING 

The  environmental  effects  of  the  improvements  to  Port  facilities  were  analyzed  in  the  34th 
America's  Cup  and  James  R.  Herman  Cruise  Terminal  and  Northeast  Wharf  Plaza  Final 
Environmental  Impact  Report,  which  was  certified  by  the  Planning  Commission  on 
December  15,  201 1 ,  and  upheld  by  the  Board  of  Supervisors  on  January  24,  2012.  Port 
and  City  staff  members  are  currently  working  with  regulatory  agencies  to  secure  required 
reviews  and  permits. 

The  following  permitting  processes  are  complete: 

•  U.S.  Army  Corps  of  Engineers  ("US ACE")  Section  10  permit 

•  San  Francisco  Bay  Regional  Water  Quality  Control  Board  401  Water  Quality 
Certification 

•  National  Marine  Fisheries  Service  ("NMFS")  Section  7  Permit 

•  National  Oceanic  and  Atmospheric  Agency  ("NOAA")  Incidental  Harassment 
Authorization  ("I HA") 

•  California  Department  of  Fish  and  Game  ("CDFG")  2081  Statement  of  Concurrence 

•  San  Francisco  Bay  Conservation  and  Development  Commission  ("BCDC"): 

The  processes  listed  below  are  not  vet  fully  complete. 

State  Lands  Commission  ("SLC")  Lease:  A  lease  application  for  dredging  is  currently  under 
review  by  SLC. 

JAMES  R.  HERMAN  PIER  27  CRUISE  TERMINAL,  BRANNAN  STREET  WHARF,  AND 
PIER  29  FIRE  DAMAGE 

The  Pier  27  Cruise  Terminal  Project  remains  on  schedule.  Procurement  for  Phase  I  of  the 
project  is  1 00%  complete. 
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Thirty-one  bid  packages  are  under  contract,  representing  $43.5  million1  of  the  project 
budget,  excluding  change  orders,  which  covers  demolition,  concrete,  steel/deck/stairs, 
miscellaneous  iron,  exterior  wall,  roofing,  elevators/escalators,  mechanical,  electrical, 
plumbing,  fire  protection,  shore  power,  doors/frames/hardware,  coiling  doors,  ceilings, 
flooring,  fire  door,  rigid  insulation,  rough/finish  carpentry,  signage,  tile,  folding  grilles,  toilet 
partitions/miscellaneous  accessories  and  interior  drywall,  fencing,  painting  and  paving. 


Table  3:  Pier  27  Cruise  Terminal  Major  Milestones 


Critical  Component 

Forecasted  /  Actual 
Delivery  Date 

Start  of  Construction  -  Anchor  Bolts 

4/30/12 

Start  of  Steel  Erection 

6/4/12 

Begin  Exterior  Wall  Layout/Framing 

8/8/12 

Building  is  Watertight 

11/23/12 

Permanent  Power  Energized 

12/3/12 

Building  Substantial  Completion 

3/1/13 

Public  Punchlist  Complete 

3/29/13 

Pier  36  Removal  Project  is  substantially  complete,  however,  there  is  a  very  shallow  area 
remaining  at  the  very  end  of  the  former  Pier.  The  Port  is  investigating  the  area  to 
determine  whether  it  is  a  natural  shoal  or  the  result  of  Pier  36  debris.  The  presence  of  this 
shallow  area  will  not  prevent  construction  of  the  Brannan  Street  Wharf;  however,  it  is  a 
hazard  to  navigation  and  complicates  movement  of  material  to  and  from  the  construction 
site.  Should  it  be  a  natural  shoal,  it  will  be  left  in  place  and  marked,  as  there  are  no  plans 
to  dredge  the  area.  Port  project  staff  expects  to  complete  this  investigation  in  mid-October. 

Pile  driving  for  the  Brannan  Street  Wharf  commenced  on  July  26,  2012  and  is  now  85% 
complete.  Erection  of  falsework  for  the  deck  began  on  August  29,  201 2,  and  the  first 
concrete  pour  is  scheduled  for  the  end  of  October.  Construction  continued  unimpeded 
during  the  August  AC45  World  Series  Race  with  good  cooperation  from  the  Event 
Authority.  The  Project  remains  on  schedule  for  substantial  completion  on  June  30,  2013. 

Immediate  stabilization  of  Pier  29  is  complete.  Design  plans  and  specifications  for 
reconstruction  is  now  substantially  complete,  with  construction  proposals  underway.  In  late 
August,  Port  Staff  and  Port  consultants  began  negotiations  with  insurance  carriers  to 
attempt  to  arrive  at  consensus  on  exact  policy  coverage.  The  scope  of  the  coverage  is 
driven  by  interpretation  of  the  Port  Building  Code  and  the  California  Historic  Building  Code. 
Rehabilitation  of  the  pier  building  includes  repair  and  in-kind  replacement  of  missing  and 
damaged  features  with  upgrades  required  for  safety  and  accessibility.  Contract 
modifications  for  Turner  Construction  and  Port  design  consultants  Creegan  and  D'Angelo 
for  reconstruction  work  are  near  completion.  Design  documents  and  permits  have  been 
released  on  a  rolling  basis,  and  will  be  complete  by  the  end  of  October.  Port  engineering 


1  The  estimate  for  paving  costs  in  the  prior  report  was  $3  million;  actual  bids  came  in  far  lower  than  expected, 
which  is  why  the  total  for  let  contracts  is  $43.5  million  and  not  $46  million. 
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staff,  Turner  Construction  and  Port  design  consultants  are  working  collaboratively  to  reach 
substantial  completion  by  March  1 ,  2013  and  final  completion  by  April  30,  2013.  In 
response  to  the  Port  insurance  carriers'  request,  Port  and  consultant  staff  completed  a 
rough  order  of  magnitude  cost  estimate  and  schedule,  which  has  assisted  in  development 
of  a  funding  plan  for  the  project.  Insurance  carriers  have  authorized  expenditure  of  the 
Port's  $500,000  deductible  as  well  as  an  initial  payout  of  $2  million.  Insurance  carriers  are 
in  the  process  of  providing  additional  funds  for  the  project. 

REAL  ESTATE 

The  Authority  currently  has  five  leases  and  /or  licenses  with  the  Port  for  the  following  venue 
sites;  Piers  19-23,  27-29,  30-32,  45  and  80.  Important  upcoming  dates  related  to  these 
sites  are  as  follows: 

•  Under  the  lease  for  Piers  30-32  the  Authority  is  to  return  control  of  the  Pier  back  to 
the  Port  on  October  22,  2012,  at  which  time  the  Port  will  reinstate  parking  at  the 
facility  until  the  next  take  down  by  the  Authority  for  the  2013  event,  currently 
scheduled  for  March  1 ,  2013. 

•  The  Pier  45  space  was  scheduled  to  be  returned  to  the  Port  on  October  1 5,  201 2. 
The  Authority  has  relinquished  control  of  this  site  back  to  the  Port.  This  site  will  be 
reactivated  by  the  Authority  on  May  1 ,  2013. 

•  On  October  1 0,  201 2,  the  Port  amended  the  Pier  1 9-23  lease  to  allow  the  Authority 
use  of  the  space  earlier  than  anticipated  to  store  shipping  containers  in  a  portion  of 
Pier  19.  The  Authority  was  not  scheduled  to  activate  the  Pier  19  space  until 
February  1 5,  201 3  due  in  part  to  the  Port's  Maintenance  staff  working  to  comply  with 
Port's  improvement  requirements  at  Pier  19  under  the  LDA.  Both  Port  staff  and  the 
Authority  agreed  that  the  storage  of  the  shipping  containers  would  not  impede  or 
interfere  with  the  Port's  work  and  hence  the  Port  allowed  for  this  use. 

VENUE  REPAIRS 

Pursuant  to  Section  1 .2(g)  of  the  LDA,  the  Port  and  the  Authority  are  required  to  perform 
facility  walk-throughs  at  all  Venues  and  prepare  a  joint  list  of  repairs  that  the  Port  must 
conduct.  The  sites  include  Piers  19,  191/2,  23,  29,  291/2,  and  80-Shed  A.  Repairs  are 
limited  to  useful  long  term  code  and  capital  improvements  to  Port  facilities.  Port 
Maintenance  staff  is  providing  the  majority  of  the  labor,  and  Port  Engineering  staff  is 
conducting  design  and  permitting  work.  Further  details  on  the  venue  repairs  projects  may 
be  found  in  Appendix  A  to  this  report. 

To  date,  Port  Maintenance  personnel  have: 

•  completed  all  listed  improvements  at  Pier  23; 

•  completed  95%  of  needed  demolition  inside  Pier  1 9; 

•  secured  permits  for  95%  of  venue  sites;  and 

•  expended  approximately  $88,031  on  materials  and  $429,682  on  labor  for  a  total 
expenditure  of  $517,713,  or  approximately  53%  of  the  total  budget  for  venue  repairs. 
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City  Department  of  Public  Works  contractors  are  supplementing  Port  Maintenance  Staff 
with  electrical,  plumbing  and  lead  abatement  work.  Sprinkler  repairs  are  in  progress 
through  an  ongoing  Port  Maintenance  contract,  with  work  being  prioritized  in  those  venues 
with  the  earliest  required  delivery. 


Prepared  By:  For: 

Joe  Roger,  Structural  Engineer  Ed  Byrne,  Chief  Harbor  Engineer 

Lawrence  Brown,  Financial  Analyst       Elaine  Forbes,  Deputy  Director  of  Finance  & 

Administration 

Diane  Oshima,  Asst.  Deputy  Director     Byron  Rhett,  Deputy  Director  of  Planning  & 

Development 

Mark  Lozovoy,  Asst.  Deputy  Director     Susan  Reynolds,  Deputy  Director  of  Real  Estate 
Kelley  Capone,  Env.  Project  Mgr.  & 
Rich  Berman,  Utility  Specialist 
Daley  Dunham,  Special  Projects 

&  Wendy  Proctor,  Port  Architect  Brad  Benson,  Special  Projects  Manager 

Jay  Ach,  Mgr.  Reg.  &  Env.  Affairs         Peter  Dailey,  Deputy  Director  of  Maritime 
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APPENDIX  A 


Table  3:  AC34  Port  Venue  Repairs 

No. 

Project  Name 

Estimated  Contract, 
Materials  & 
Supplies  Cost 

Estimated  Port 
Labor  Cost 

Facility  Delivery 
Date  to  AC34 

1 

Pier  80  Shed  A 
Egress  Doors  and 
Lighting  &  Lighting 
Repairs 

$7,700 

$36,450 

8/1 4/1 2 

2.1 

Pier  23  Lead 
Abatement 

$83,500 

$0 

8/14/12 

2.2 

Pier  23  Egress 
Doors  and  Lighting 

$14,700 

$39,250 

8/1 4/1 2 

2.3 

Pier  23  North 
Apron  Security 
Fence 

$17,000 

$0 

8/14/12 

2.4 

Pier  23  Sprinkler 
Repairs 

$21,000 

$0 

8/1 4/1 2 

3.1 

Pier  191/2 
Parking  Ventilation 

$2,000 

$0 

8/14/12 

3.2 

Pier  19  Vz  Egress 
Doors  and  Lighting 

$6,350 

$43,150 

8/14/12 

4.1 

Pier  29  1/2  Parking 
Ventilation 

$2,000 

$0 

As  soon  as  CHE 
determines  safety 

4.2 

Pier  29  V*  Demising 
Fence,  Egress  and 
Lighting 

$13,200 

$40,450 

As  soon  as  CHE 
determines  safety 

4.3 

Pier  29  Vz  Sprinkler 
Repairs 

TBD 

TBD 

As  soon  as  CHE 
determines  safety 

5.1 

Pier  1 9  Lead 
Abatement 

$80,500 

$0 

8/1 4/1 2  and 
2/1 5/1 3 

5.2 

Pier  19  Demolition 
of  Existing  Fences, 
Trailers  and  Utilities 

$32,000 

$77,000 

8/1 4/1 2  and 
2/15/13 

5.3 

Pier  19  Egress 
Doors  and  Lighting 

$14,750 

$39,250 

8/1 4/1 2  and 
2/1  5/1 3 

5.4 

Pier  19  Restroom 
Repairs 

$17,750 

$26,750 

8/1 4/1 2  and 
2/15/13 

5.5 

Pier  19  Sprinkler 
Repairs  &  Fire 
Safety 

$32,000 

$0 

8/1 4/1 2  and 
2/15/13 

By  way  of  funding  strategy  for  this  work,  while  the  grand  total  of  work  is  approximately 
$1 ,000,000,  where  possible,  labor  would  be  conducted  by  Port  maintenance  staff,  with 
work  funded  by  the  existing  operations  budget.  The  Port  staff  estimates  that  $545,950  of 
the  work  listed  above  can  be  resourced  in  this  fashion;  correspondingly,  the  Maintenance 
Division's  Operations  budget  is  listed  as  a  source  below. 
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Proposed  Funding  Sources  -  Port  Labor 


FY  201 1  -1 2,  201 2-1 3  Port  Maintenance  Division  Budget  -  Personnel 
(Labor) 

$545,950 

Staff  propose  all  non-Port  labor  costs  be  funded  as  follows: 

Proposed  Funding  Sources  -  Other 

Source 

Amount 

FY  201 1-12  Port  Maintenance  Division  Budget  -  Materials  and  Supplies 

$140,250 

FY  201 1-12  Port  Maintenance  Division  Budget  -  Interdepartmental 
Work  Orders  (DPW) 

90,000 

Department  of  Homeland  Security  Grant 

17,000 

Port  Capital  Funds  programmed  for  America's  Cup  venue  repairs 

250,000 

Total  Sources 

$497,250 
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SAN  FRANCISCO 


MEMORANDUM 


October  18,  2012 


TO: 


MEMBERS,  PORT  COMMISSION 

Hon.  Doreen  Woo  Ho,  President 
Hon.  Kimberly  Brandon,  Vice  President 
Hon.  Willie  Adams 
Hon.  Leslie  Katz 


FROM:        Monique  Moyer  y 
Executive  Director 


SUBJECT:    Request  authorization  to  enter  into  an  agreement  with  the  United  States 

Navy  for  the  Navy  to  provide  services  to  the  Port  to  prepare  Drydock  #1  for 
demolition  and  disposal 

DIRECTOR'S  RECOMMENDATION:  Approve  Attached  Resolution  


OVERVIEW 

The  Port  is  in  the  final  stages  of  considering  options  for  execution  of  a  multi-phase  project 
for  the  remediation,  demolition  and  disposal  of  Drydock  #1 .  This  project  would  include 
technical  assistance  from  the  U.S.  Navy,  and  an  assumption  of  the  initial  phase  of  the 
project  by  the  Navy,  exclusively  using  federal  funds.  While  decisions  regarding  the  final 
phases  of  the  project  require  complex  risk  /  reward  analysis  and  policy  maker  input,  project 
staff  with  the  Port,  the  Navy  and  the  Navy's  general  contractor  for  this  work,  Titan  Salvage, 
have  a  unified  agreement  on  the  most  cost  effective,  minimal  risk  approach  to  executing 
the  initial  phase  of  the  project. 

This  initial  phase  of  work  would  consist  of  preparation  for  towing  and  subsequent  removal 
of  Drydock  #1  to  the  Mare  Island  Shipyard,  where  the  two  88'  end  sections  would  be 
removed  and  demolished  in  the  facility  graving  docks.  The  Navy  will  not  exhaust  its 
funding  in  this  phase.  Remaining  funds  will  be  utilized  in  concert  with  Port  capital  funds  in 
later  phases  of  this  work. 

As  time  has  become  a  serious  constraint  on  funds  appropriated  for  the  initial  90-day 
project  phase,  the  Port  staff  recommends  entering  into  a  Memorandum  of  Understanding 
(the  "Agreement")  that  will  allow  the  Navy  and  its  contractor  to  begin  the  proposed  initial 
phase  work  on  Drydock  #1  by  the  end  of  October.  At  the  same  time,  the  project  staff  will 
pursue  decision  analysis  for  final  phases  of  the  project,  and  will  return  to  the  Port 
Commission  with  recommended  action  to  complete  the  project. 


THIS  PRINT  COVERS  CALENDAR  ITEM  NO.  10B 


SAN  FRANCISCO 


TEL    415  274  0400 


TTY     415  274  0587 


ADDRESS    Pier  1 


Drydock  #1  is  currently  moored  at  Pier  50  next  to  the  Port's  Maintenance  Division  shed.  It 
is  584'  long,  128'  wide  and  54'  high,  and  contains  a  number  of  contaminants,  including 
lead,  asbestos,  small  amounts  of  PCBs,  and  approximately  1 ,400  cubic  yards  of 
contaminated  sediments  in  the  base  of  the  hull.  It  is  in  exceedingly  poor  condition,  and 
has  begun  to  take  on  water,  threatening  to  sink  outright,  multiple  times  over  the  past  few 
years. 

HISTORY 

Drydock  #1  was  constructed  for  the  Navy  in  1942  for  the  purpose  of  constructing  and 
repairing  military  vessels.  Operated  at  Pier  70  by  Bethlehem  Steel  (later  by  Todd 
Shipyard)  with  other  military  assets,  it  was  part  of  one  of  the  largest  ship  producing  efforts 
for  the  United  States  for  World  War  II.  Navy  contractors  used  Drydock  #1  exclusively  for 
that  purpose  until  the  late  1960's.  As  opportunity  for  use  of  the  drydock  began  to  diversify, 
Pier  70  operators  began  servicing  non-military  vessels,  participating  as  a  commercial 
enterprise  in  the  ship  repair  market  until  the  late  1990's. 

In  1987,  the  Port  of  San  Francisco  acquired  Drydock  #1  through  bankruptcy  proceedings 
of  the  shipyard  operator  at  that  time,  Todd  Shipyard.  For  the  next  1 2  years,  Drydock  #1 
would  remain  in  operation  until,  in  1999,  after  showing  signs  of  extreme  wear  and  tear,  the 
Port  sought  out  a  replacement  drydock,  ultimately  acquiring  the  U.S.  Navy  surplus  drydock 
"Steadfast"  (renamed  the  "Eureka").  Drydock  #1  was  determined  at  that  time  to  be  no 
longer  viable  as  a  ship  repair  asset  and  declared  surplus  for  disposal.  While  waiting  for 
the  arrival  of  the  Eureka,  Drydock  #1 ,  in  fact,  suffered  operational  failure  during  its  final 
heavy  lift. 

In  2000,  following  City  policies  and  procedures  for  disposal  of  City  property,  the  Port 
offered  Drydock  #1  for  auction,  hoping  to  sell  the  salvage  rights  of  the  asset.  Working 
through  the  City  Purchasing  Department,  Nationwide  Auctions  Company  awarded  the 
winning  bid  to  an  individual  for  the  sum  of  $75,000.  Shortly  thereafter,  it  became  clear  that 
the  winning  bidder  did  not  have  the  resources  necessary  to  remove  Drydock  #1  from  Port 
property  and  take  possession  of  it,  and  the  transaction  was  cancelled. 

In  2003,  the  Port  again  put  Drydock  #1  up  for  auction.  This  time,  the  bids  received  had  a 
negative  value,  requiring  the  Port  to  provide  funds  for  disposal.  As  the  surprising 
complexity  of  disposal  of  Drydock  #1  had  become  apparent  to  Port  staff  members,  it 
became  clear  that  disposal  would  be  an  expensive  proposition.  This  could  not  have  been 
more  evident  than  when,  on  November  7th,  2003,  in  severe  winds,  Drydock  #1  broke  loose 
of  its  moorings,  floated  out  into  San  Francisco  Bay  and  ran  aground  on  Treasure  Island. 
Recovery  would  cost  the  Port  of  San  Francisco  upwards  of  $1 .7  million. 

There  would  be  several  more  attempts  by  the  Port  staff  to  enter  into  a  contract  for  disposal 
of  Drydock  #1  over  the  remainder  of  the  decade,  all  of  which  would  result  in  unsuccessful 
partnerships  with  responders  ultimately  incapable  of  properly  handling  disposal. 

Port  staff  have  reviewed  Drydock  #1  for  historic  significance,  and  found  that  it  is  not  a 
historically  significant  asset. 


-2- 


CURRENT  PROJECT  FOR  DISPOSAL  -  FUNDING 


In  2010,  Port  staff  successfully  sought  out  Federal  assistance  through  Congresswoman 
Nancy  Pelosi  and  the  congressional  appropriations  process.  The  United  States  Congress 
appropriated  $3  million  to  the  Department  of  Defense  ("DOD")  for  the  purpose  of  assisting 
the  Port  of  San  Francisco  with  remediation  and  demolition  of  Drydock  #1  .  DOD  selected 
the  salvage  arm  of  the  US  Navy,  Naval  Sea  Systems  Command  ("NAVSEA")  to  administer 
the  project.  NAVSEA  intends  to  execute  the  project  through  its  previously  competitively 
bid  salvage  contractor  for  the  American  west  coast,  Titan  Salvage  ("Titan"),  and  has 
encumbered  the  full  $3  million  to  that  end. 

Unlike  other  federal  funding,  which  typically  comes  in  the  form  of  a  grant,  the  $3  million  in 
DOD  funds  will  not  be  transferred  to  the  Port  or  City.  No  Resolution  to  Accept  and  Expend 
funds  is  necessary,  because  at  no  point  will  the  Port  or  City  receive  this  funding.  Rather, 
the  funds  will  flow  directly  from  DOD  through  NAVSEA  to  NAVSEA's  contract  with  Titan 
Salvage,  as  DOD  complies  with  direction  from  Congress  to  complete  this  project  with 
these  funds.  However,  Port  funding  will  be  required  in  later  phases  of  the  project  in  order 
to  perform  work  beyond  the  NAVSEA  project  (which  is  limited  by  the  available  $3  million  in 
DOD  funds).  Based  on  engineering  and  cost  studies,  staff  expect  the  Port  will  be  required 
to  provide  substantial  capital  funding  in  order  to  complete  the  entire  remediation, 
demolition  and  disposal  of  Drydock  #1 . 

The  Port  currently  has  set  aside  approximately  $3.8  million  in  capital  funds  to  take  over 
remediation  and  demolition  efforts  once  the  federal  portion  of  the  project  has  ended,  which 
would  allow  for  a  combined  effort  totaling  $6.8  million.  Alternatives  currently  under 
consideration  for  complete  remediation  and  disposal  of  Drydock  #1  range  from  $4.3  million 
to  $6.4  million  (the  Port's  portion  of  the  project  ranging  from  $1 .3  million  to  $3.4  million, 
accordingly),  with  varying  degrees  of  risk  associated  with  each  alternative.  While  some 
elements  of  the  project  cost  estimate  are  variable  (such  as  the  market  value  of  scrap 
steel),  Port  staff  members  are  optimistic  that  the  options  available  will  ultimately  allow  the 
project  to  come  in  under  budget. 

CURRENT  PROJECT  FOR  DISPOSAL  -  ALTERNATIVES 

Over  the  past  year,  staff  at  Titan  and  at  NAVSEA  have  sought  out  and  analyzed  a  number 
of  different  methods  of  disposal  of  Drydock  #1  and  has  settled  on  four  options.  A  copy  of 
the  analysis  conducted  by  Titan  Salvage  for  NAVSEA  is  attached  to  this  report.  Of  the  four 
options  presented,  two  are  prohibitively  expensive  and  otherwise  not  viable,  estimated  to 
cost  between  $9  million  and  $15  million2. 


1  This  appropriation  was  intended  to  enable  DOD  to  assist  the  Port  with  a  75%  share  of  disposal  of  Drydock 
#1  -  an  amount  proportional  to  the  years  of  service  to  the  US  Navy  over  the  course  of  its  operational  life. 

2  "Method  2"  involved  employing  a  heavy  lift  vessel  to  lift  and  transfer  Drydock  #1  to  Pier  96,  where  it  could 
be  remediated  and  demolished  cost  effectively  on  Port  property.  The  cost  of  the  heavy  lift  vessel  and  of 
skidding  system  necessary  to  transfer  Drydock  #1  across  the  pile-supported  portions  of  Pier  96  proved  to  be 
too  expensive  for  this  option  to  be  viable,  exceeding  $9  million.  "Method  3"  involved  creating  a  temporary 
ship  breaking  yard  at  the  northern  portion  of  Pier  80.  Excavation  and  remediation  costs,  severe  permitting 
risk,  and  an  overall  project  cost  of  $15  million  rendered  this  option  non-viable. 
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The  remaining  two  options  share  the  same  initial  phasing,  diverging  as  they  proceed  to 
later  phases  of  the  project.  Additionally,  these  two  options  are  the  two  recommended  by 
NAVSEA  and  Titan  Salvage. 

The  following  is  a  summary  of  the  two  preferred  options  as  described  in  the  report  that  is 
on  file  with  the  Port  Commission  Secretary.  It  should  be  noted  that  the  cost  estimates 
below  are  based  on  the  assumption  that  NAVSEA's  contractor,  Titan  Salvage,  would 
perform  the  later  phases  of  the  work.  In  order  to  accomplish  this  with  Port  funding,  the 
Port  would  either  need  to  enter  into  a  sole-source  contract  with  Titan  Salvage,  as  general 
contractor,  or  follow  other  appropriate  contract  procedures  to  complete  the  last  phases  of 
the  project  once  federal  funding  is  exhausted.  The  Port  may  also  consider  the  option  of 
contracting  directly  with  a  potential  single  late  phase  sub-contractor,  which  could  realize 
additional  savings  to  the  project. 

"Method  1"  -  $6.4M  (Option  A)/  $4.3M  (Option  B) 

Phase  I  of  Method  1  consists  of  removal  of  Drydock  #1  to  Allied  Defense  Recycling  at  the 
Mare  Island  Shipyard  ("ADR"),  where  the  shipyard,  overseen  by  Titan  acting  as  NAVSEA's 
general  contractor,  would  remove  the  two  88'  end  sections  (they  are  removable  by  design) 
and  place  them  in  the  graving  docks  there  where  they  would  be  remediated  and  scrapped. 
This  process  would  include  removal  and  scraping  the  wingwalls  in  the  remaining  mid- 
section. ADR  is  fully  permitted  for  ship  salvage  and  disposal  work  at  the  Mare  Island 
facility,  and  is  currently  under  contract  for  this  work  with  the  United  States  Maritime 
Administration. 

Phase  II  consists  of  bisecting  the  remaining  midsection  lengthwise,  such  that  the  two 
resulting  sections  would  fit  into  the  graving  docks  at  Mare  Island.  Option  A  of  this  process 
would  have  BAE  Systems  conduct  this  bisection  work;  option  B  would  have  ADR  conduct 
that  work  using  an  innovative  system  of  their  own  design.  Option  B  brings  with  it 
considerable  savings,  but  also,  increased  risk  (see  Risk  /  Reward  section  below). 

Phase  III  consists  of  ADR  conducting  final  demolition  of  the  bisected  midsection  in  the 
Mare  Island  graving  docks. 

"Method  4"  -  $6.0M  (Option  A)  /  $5.0M  (Option  B) 

Phase  I  of  Method  4  is  largely  the  same  as  Phase  I  of  Method  1 .  It  consists  of  removal  of 
Drydock  #1  to  the  Mare  Island  Shipyard  where  ADR  would  remove  the  end  sections  and 
place  them  in  the  graving  docks  for  remediation  and  scrapping. 

Phase  II  of  Method  4  consists  of  transferring  ownership  of  Drydock  #1  (at  a  cost  to  the 
Port)  to  Dockwise,  a  heavy  lift  operations  company  that  will  have  a  vessel  in  the  Bay  Area 
in  February  of  2013.  Transfer  of  title  would  be  complete  at  the  moment  the  Dockwise 
vessel  lifted  Drydock  #1  out  of  the  water  -  an  operation  that  would  take  place  in  the  San 
Francisco  Bay.  Dockwise  would  then  transport  Drydock  #1  to  an  internationally  certified 
ship  recycling  yard  in  China.  Option  A  involves  conducting  approximately  $1 M  in 
remediation  work  prior  to  transfer  of  title  in  an  effort  to  reduce  risk  (this  work  is  not  required 
of  the  Port  under  applicable  permits);  option  B  would  realize  $1M  in  savings  by  not 
undertaking  this  additional  step. 
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Deferral  of  Later  Phasing  -  Additional  Possible  Savings 

This  option  would  consist  of  the  Port  taking  receipt  following  full  expenditure  by  the  Navy  of 
the  federally  funded  portion  of  the  project,  where  end  section  removal  and  full  remediation, 
including  the  sediments  in  the  Drydock,  would  be  complete.  The  Port  would  then  go  out  to 
bid  on  the  reduced  drydock  with  expectation  of  a  successful  bidding  process.  The  primary 
barrier  to  successful  bidding  on  this  project  in  the  past  has  been  related  to  complexities 
posed  by  remediation  of  Drydock  #1 .  Under  this  possible  option,  the  later  scope  of  work 
would  be  greatly  simplified  by  having  completed  the  remediation  element  of  the  project. 

RISK  /  REWARD,  CONTRACTUAL  RELATIONSHIPS 

The  policy  decision  for  the  Executive  Director,  with  direction  from  the  Port  Commission  will 
consider  risk-reward  tradeoffs  that  come  with  each  of  the  alternative  Port  disposal  methods 
described  above.  The  risks  to  be  considered  vary  by  alternative,  but  include  cost 
escalation  associated  with  innovative  techniques,  permitting,  and  political  risk.  The  Port's 
project  staff  is  in  the  process  of  quantifying  and  evaluating  these  tradeoffs  in  order  to 
provide  a  staff  recommendation  on  selection  of  a  method  for  completion  of  the  project. 

Additionally,  as  noted  earlier,  the  Port  is  in  the  process  of  negotiating  with  Titan  Salvage 
the  terms  of  a  possible  unified  contract  that  would  work  for  all  of  the  potential  alternatives. 
This  would  allow  the  Port  to  work  with  a  single  general  contractor  for  the  entire  project. 
Titan  Salvage  is  currently  evaluating  its  position  on  this  subject  (particularly  with  respect  to 
Method  4  and  transfer  of  title). 

RECOMMENDATION 

Port  staff  recommend  that  the  Commission  authorize  the  Executive  Director  to  enter  into 
the  proposed  Agreement  with  the  United  States  Navy,  acting  by  and  through  NAVSEAfor 
the  Navy  to  provide  services  to  the  Port  as  described  above,  for  remediation  and 
preparation  of  Drydock  #1  for  demolition  and  disposal,  at  no  monetary  cost  to  the  Port,  and 
whereby  the  Port  agrees  to  indemnify  the  Navy  for  any  claims  arising  from  the  services  as 
described  in  above. 


Prepared  By:  John  Davey,  Assistant  Deputy  Director 
Maritime  Division 
Daley  Dunham,  Special  Projects 
Executive  Division 

Lauren  Eisele,  Environmental  Manager 
Planning  &  Development 
Kim  Von  Blohn,  Supervising  Project  Manager 
Engineering  Division 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


RESOLUTION  NO.  12-84 


WHEREAS,  In  1999,  the  Port  determined  that  Drydock  #1  was,  as  a  result  of  advanced 
age,  no  longer  viable  as  a  ship  repair  asset,  and  declared  the  drydock 
surplus;  and 

WHEREAS,  Since  that  time  the  Port  has  made  numerous  attempts  to  contract  with  other 
parties  for  the  sale  or  proper  disposal  of  Drydock  #1 ,  all  of  which  resulted  in 
unsuccessful  transactions;  and 

WHEREAS,  In  2009  the  Port  successfully  sought  through  the  congressional 

appropriations  process  federal  funding  to  assist  with  remediation,  demolition 
and  disposal  of  Drydock  #1 ,  whereby  Congress  appropriated  $3  million  to  the 
United  States  Department  of  Defense  to  that  end;  and 

WHEREAS,  The  Department  of  Defense  selected  the  United  States  Navy,  Naval  Sea 

Systems  Command  (NAVSEA)  to  administer  these  funds,  and  NAVSEA  has 
encumbered  funds  for  this  project  through  its  previously  competitively  bid 
general  contractor  for  salvage  work  on  the  west  coast,  Titan  Salvage;  and 

WHEREAS,  Port  staff  have  coordinated  with  NAVSEA  and  Titan  Salvage  in  the 

development  of  the  Navy's  project,  and  concur  with  the  scope  of  work 
proposed  for  the  Navy's  project;  and 

WHEREAS,  The  Navy's  proposed  scope  includes  preparation  for  towing,  removal  of 

Drydock  #1  to  Mare  Island  Shipyard,  removal,  demolition  and  disposal  of  the 
end  sections  and  wingwalls,  remediation  of  hazardous  materials,  preparation 
for  demolition  and  disposal  of  the  midsection,  and  potential  preparation  for 
transfer  to  a  third  party,  subject  to  the  limits  of  the  federal  funding  of  $3 
million  to  complete  this  scope  of  services  and  where  there  is  no  cost  to  the 
Port  or  City  of  San  Francisco;  and 

WHEREAS,  In  order  for  the  Navy  to  execute  this  project  with  Navy  funds,  NAVSEA 

requires  the  Port  to  enter  into  a  Memorandum  of  Understanding  (MOU)  that 
will  provide  Navy  personnel  and  Navy  contractors  access  to  Drydock  #1  for 
the  purpose  of  performing  the  services  described  herein;  and 

WHEREAS,  In  order  for  the  Port  to  obtain  the  Navy's  services,  the  Port  will  be  required  to 
release  the  Navy  and  its  agents  from  all  liability  and  claims  arising  from  its 
services  for  this  project;  and 
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WHEREAS.  To  proceed  with  the  proposed  services  and  project,  the  Navy  requires  that 
the  Port  hold  harmless  and  indemnify  the  United  States  government, 
including  the  Navy  and  its  agents  against  all  claims  and  suits  arising  from  this 
project,  including  claims  for  environmental  damage;  now  therefore  be  it 

RESOLVED,  That  the  Port  Commission  hereby  authorizes  the  Executive  Director  to  enter 
into  an  Agreement  with  the  United  States  Navy  to  allow  the  Navy  and  its 
contractor  to  gain  access  and  possession  to  Drydock  #1  for  providing 
services  to  the  Port  as  described  herein  and  in  the  accompanying  staff 
memorandum,  subject  to  the  $3  million  in  federal  funds  appropriated  for  this 
work,  at  no  monetary  cost  to  the  Port,  provided  the  indemnification  provision 
shall  be  approved  by  the  City  Risk  Manager  pursuant  to  Administrative  Code 
Section  1 .24  and  that  the  Agreement  shall  be  in  such  form  as  approved  by 
the  City  Attorney's  Office;  and 

RESOLVED,  That  the  Port  Commission  hereby  authorizes  the  Executive  Director  to 

execute  any  amendments  or  modifications  to  the  Agreement,  in  such  form 
as  approved  by  the  City  Attorney's  Office,  provided  said  amendments  or 
modifications  do  not  materially  increase  the  obligations  of  the  Port. 


i 


I  hereby  certify  that  the  foregoing  resolution  was  adopted  by  the  Port  Commission 
at  its  meeting  of  October  23,  2012. 


Secretary 
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MEMBERS,  PORT  COMMISSION 
HON.  DOREEN  WOO  HO,  PRESIDENT 
HON.  KIMBERLY  BRANDON,  VICE  PRESIDENT 
HON.  WILLIE  ADAMS 
HON.  LESLIE  KATZ 


SAM  FRANCISCO 
PUBLIC  LIBRARY 


MONIQUE  MOYER,  EXECUTIVE  DIRECTOR 
AMY  QUESADA,  COMMISSION  SECRETARY 


CITY  &  COUNTY  OF  SAN  FRANCISCO 
PORT  COMMISSION 


MINUTES  OF  THE  MEETING 
OCTOBER  23,  2012 

1 .  CALL  TO  ORDER  /  ROLL  CALL 

Port  Commission  President  Doreen  Woo  Ho  called  the  meeting  to  order  at  2:05  p.m. 
The  following  Commissioners  were  present:  Doreen  Woo  Ho,  Willie  Adams  and 
Leslie  Katz.  Commissioner  Kimberly  Brandon  was  not  present. 

2.  APPROVAL  OF  MINUTES  -  October  9,  201 2 

ACTION:  Commissioner  Katz  moved  approval;  Commissioner  Adams  seconded  the 
motion.  All  of  the  Commissioners  were  in  favor.  The  minutes  of  the  October  9,  201 2 
meeting  were  adopted. 

3.  PUBLIC  COMMENT  ON  EXECUTIVE  SESSION 

4.  EXECUTIVE  SESSION 

A.   Vote  on  whether  to  hold  closed  session. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Adams 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor. 

At  2:06  p.m.,  the  Commission  withdrew  to  executive  session  to  discuss  the 
following  matters: 

(1 )  CONFERENCE  WITH  LEGAL  COUNSEL  AND  REAL  PROPERTY 

NEGOTIATOR  -  This  is  specifically  authorized  under  California  Government 
Code  Section  54956.8.  *This  session  is  closed  to  any  non-Citv/Port 
representative: 

a.  Property:  Pier  281/2,  portions  of  submerged  Bay  lands  and  portions  of 
the  shoreline  at  the  foot  of  23rd  Street;  portions  of  Custer  Avenue,  Evans 
Avenue,  Davidson  Avenue  and  Ingalls  Street  in  the  vicinity  of  the  former 
Hunter's  Point  Power  Plant;  and  Pacific  Gas  &  Electric  owned  parcels 
Block  4120  Lot  2  and  Block  41 10  Lot  8a  near  22nd  and  Illinois  Street. 
Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  and 
Development  and  Brad  Benson,  Special  Projects  Manager 
*Negotiating  Parties:  Developer:  Pacific  Gas  &  Electric:  Darin  Polsley 

b.  Property:  Piers  30/32  and  Seawall  Lot  330 

Person  Negotiating:  Port:  Byron  Rhett,  Deputy  Director,  Planning  & 
Development  and  Brad  Benson,  Special  Projects  Manager 


OEWD:  Jennifer  Matz,  Ken  Rich,  Tamsen  Drew 

*Neqotiatinq  Party:  Golden  State  Warriors  and  GSW  Arena  LLC:  Rick 

Welts,  Ellen  Warner,  Jesse  Blout,  Michael  Cohen 

5.  RECONVENE  IN  OPEN  SESSION 

At  3:30  p.m.,  the  Port  Commission  withdrew  from  executive  session  and 
reconvened  in  open  session. 

ACTION:  Commissioner  Brandon  moved  approval  to  adjourn  closed  session  and 
reconvene  in  open  session.  Commissioner  Adams  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

ACTION:  Commissioner  Brandon  moved  approval  to  not  disclose  any  information 
discussed  in  closed  session;  Commissioner  Adams  seconded  the  motion.  All  of  the 
Commissioners  were  in  favor. 

6.  ANNOUNCEMENTS:  The  Port  Commission  Secretary  announced  the  following: 

A.  Announcement  of  Prohibition  of  Sound  Producing  Electronic  Devices  during  the 
Meeting: 

Please  be  advised  that  the  ringing  of  and  use  of  cell  phones,  pagers  and  similar 
sound-producing  electronic  devices  are  prohibited  at  this  meeting.  Please  be 
advised  that  the  Chair  may  order  the  removal  from  the  meeting  room  of  any 
person (s)  responsible  for  the  ringing  of  or  use  of  a  cell  phone,  pager,  or  other 
similar  sound-producing  electronic  device. 

B.  Announcement  of  Time  Allotment  for  Public  Comments: 

Please  be  advised  that  a  member  of  the  public  has  up  to  three  minutes  to  make 
pertinent  public  comments  on  each  agenda  item  unless  the  Port  Commission 
adopts  a  shorter  period  on  any  item. 

7.  EXECUTIVE 

A.    Executive  Director's  Report 

•   Milestone  Update:  Pier  431/2  Bay  Trail  Project 

Monique  Moyer  -  This  is  part  of  the  bay  trail  project  and  lies  atop  the  seawall 
at  Fisherman's  Wharf  between  Blue  &  Gold  and  Franciscan  Restaurant.  The 
project  started  some  time  ago.  The  scope  of  work  is  to  remove  condemned 
timber  piers,  protect  the  shoreline  by  replacing  the  timber  seawall,  and 
construct  a  new  waterfront  concrete  promenade  from  Powell  Street  to  the 
Franciscan  Restaurant.  The  Contractor,  Vortex  Marine,  is  working  diligently 
including  Saturdays  for  a  target  completion  by  Thanksgiving.  Ninety  two  (92) 
2-foot  diameter  concrete  piles,  each  100  feet  in  length,  have  been  driven  into 
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the  Bay  to  support  the  new  wharf  deck.  Over  500  feet  of  timber  seawall  has 
been  replaced  with  a  reinforced  concrete  wall  and  rock  armor  stone.  On 
Friday,  October  4,  2012,  the  Contractor  began  laying  the  cement  precast 
segments.  Part  of  the  concrete  will  be  poured  in  place,  and  part  of  the 
concrete  will  be  precast  and  delivered.  Three  of  the  precast  segments  were 
delivered  via  barge  and  set  into  place  on  Saturday,  October  13,  2012  and  the 
remaining  1 1  segments  have  been  cast  and  are  in  transit  to  the  jobsite  for 
placement  in  the  next  two  weeks.  This  past  week,  42  cement  trucks  arrived 
to  pour  the  remaining  concrete  of  the  area  that's  cast  in  place.  They  came  at 
1 :00  a.m.  and  were  finished  by  sunrise.  They  poured  9000  square  feet  of  1 5- 
inch-thick  concrete  deck,  about  380  cubic  yards,  which  represents  about  40 
percent  of  the  overall  deck  material.  The  remainder  will  be  precast  which  will 
be  delivered  by  barge.  In  the  next  few  weeks,  the  remainder  of  the  precast 
deck  panels  will  be  placed,  topping  slab  placed,  railing  placed,  lighting  and 
landside  paving.  This  project  is  moving  along  with  an  expected  opening  date 
in  time  for  Thanksgiving  and  the  opening  of  the  crab  season. 

I  would  like  to  thank  all  of  our  partners  in  the  Fisherman's  Wharf  community 
for  their  patience  with  this  project  and  for  the  Department  of  Public  Works  for 
their  assistance  in  project  management  and  members  of  the  Port  staff 
ranging  from  the  Engineering  division  to  Real  Estate  and  Maintenance.  Pretty 
much  everybody  has  been  involved  in  some  fashion.  That's  a  very  exciting 
milestone  for  us. 

Milestone  Update:  Pier  Vz  Removal  Project 

As  of  Saturday,  October  20,  201 2,  Pier  Vfe  disappeared;  it's  gone  for  the  most 
part.  It's  90  percent  complete  with  no  serious  issues  or  concerns.  There  are  a 
few  isolated  structures  which  you  might  be  able  to  see.  One  is  up  against  the 
Pier  1  building.  It's  a  concrete  structure  as  well  as  some  of  the  very  old  ferry 
floats  that  are  out  towards  the  back.  The  project  will  be  substantially 
complete  by  the  end  of  this  month,  and  that  is  several  months  ahead  of  our 
obligation  to  complete  it  by  March  of  2013.  You  may  recall  that  this  is  an 
important  aspect  of  our  permit  with  respect  to  the  America's  Cup  and  Pier  27 
Cruise  Terminal  Projects.  The  Pier  V2  item  was  bid  out  under  the  fourth 
amendment  to  Turner's  Pier  27  Cruise  Ship  Terminal  contract.  The  total 
project  is  about  $1 .3  million  with  $1  million  going  to  Zaccor,  a  local  LBE 
construction  contractor,  which  is  a  subcontractor  to  Power  Engineering. 
We're  very  pleased  about  that.  This  is  a  project  that's  been  on  the  books  for 
a  very  long  time  and  my  kudos  to  everyone  involved,  which  is  too  many 
people  to  mention.  That's  very  exciting  and  you  can  see  a  great  view  of  the 
bay.  Motorcycle  parking  will  be  restored  by  the  end  of  the  month,  which  is 
something  that  people  are  concerned  about.  Hopefully  we'll  be  able  to 
restore  the  seating  area  for  visitors. 


Breakbulk  Americas  Conference  Feedback  -  October  8-1 1 ,  2012 


Members  of  the  Port's  Maritime  staff,  Peter  Dailey  and  Jim  Maloney,  traveled 
to  the  Breakbulk  Americas  conference  in  Houston,  Texas  together  with  Port 
Commissioner  Willie  Adams.  There  was  a  record  attendance  of  over  4500 
participants  and  the  Port  manned  an  exhibit  booth  for  the  couple  of  days 
during  the  conference.  Metro  Ports,  our  cargo  Stevedore  company,  also 
manned  a  booth,  and  together  we  hosted  a  cocktail  reception  for  our  key 
suppliers,  our  customers.  We  were  also  joined  by  not  only  Commissioner 
Adams  as  the  ILWU  International  Secretary  Treasurer,  but  also  by  Mike 
Villeggiante,  Local  10  president,  and  also  James  Plato.  That  was  a  new 
approach  that  we  took.  It  was  extraordinarily  well  received.  Together  the  Port 
and  ILWU  delegation  met  with  many  of  our  customers  one-  on-one  and  came 
home  with  some  good  results. 

Commissioner  Adams  -  First  of  all,  our  trip  to  Houston  was  historic  by  the  fact 
that  in  the  past  only  Port  representatives  attended  the  conference.  This  time, 
the  Port  went  with  the  ILWU.  The  customers  sensed  a  different  approach, 
that  we  were  there  working  together  as  a  team.  Mike  Villeggiante,  Local  10 
President  and  James  Plato  also  attended.  I'm  the  ILWU  Secretary  Treasurer 
as  well  as  a  Port  Commissioner.  We  met  with  different  customers  and  Saga, 
our  biggest  customer  at  Pier  80.  They're  building  10  new  ships  at  $50  million 
a  ship.  They're  trying  to  corner  the  market  in  steel.  We  want  to  bring  double 
the  amount  of  cargo  going  into  Pier  80.  We  need  a  good,  reliable  workforce. 
We  know  the  Port  and  ILWU  has  a  good  working  relationship.  We  have  the 
best  work-in-class  workers  coming  from  the  ILWU  to  get  the  ships  in  and  out. 
We're  safe,  we're  productive  but  we  want  a  partnership  with  you.  We  need  to 
get  together  every  three  months.  We  need  to  meet.  We  want  to  bring  more 
general  cargo  to  the  Port  of  San  Francisco  as  a  maritime  Port. 

I  want  to  thank  Peter  Dailey  and  Jim  Maloney.  They  worked  very  hard.  They 
were  very  professional.  When  we  sat  down  across  the  table  and  had 
breakfast,  the  guys  were  ecstatic  and  were  relieved  to  know  that  labor  and 
the  Port  are  working  together.  We're  looking  into  the  future.  We  want  to  go 
out  together.  One  of  my  commitments  as  a  commissioner  is  to  go  on  these 
trips  and  to  take  labor  and  to  go  with  the  Port.  We  want  to  bring  more 
working-class  jobs  because  what  this  community  needs  is  jobs.  They're  not 
doing  a  good  job  in  D.C.  getting  jobs.  We  want  to  do  it  here  in  the  Port  of  San 
Francisco.  I  want  to  thank  the  support  of  my  fellow  commissioners,  President 
Doreen,  Kim  and  Leslie,  because  we're  committed.  In  the  future,  I  think  we 
need  more  presentations  on  maritime  and  our  clients.  It's  important.  We  need 
to  be  abreast.  We  know  this  is  a  port  with  a  lot  of  diversities  in  it  from 
stadiums  to  maritime  to  Exploratorium  to  parks.  We  all  can  co-exist,  and 
that's  very  important  for  us.  I'd  like  to  have  Mike  Villeggiante  come  up  and 
say  a  word  and  then  maybe  Jim  wants  to  come  up.  I  appreciate  their  effort 
and  hard  work  and  their  professionalism.  We're  onto  something  here. 


Mike  Villeggiante  -  It  was  quite  an  interesting  trip  for  me.  Houston,  Texas  is 
another  world  but  we  were  well  received.  We  worked  as  a  team  in  the  sense 
that  our  common  goal  is  to  bring  work  to  the  Port  of  San  Francisco,  develop 
the  breakbulk  and  bulk  facilities  that  we  have  and  that  are  still  vital  maritime 
docks  that  we  can  enhance.  Speaking  to  the  shippers,  they  received  us  in  a 
way  that  was  quite  interesting  to  me  because  they  were  quite  surprised.  A  lot 
of  the  vendors  that  were  in  the  exhibit  were  quite  surprised  that  labor  was 
there,  especially  the  ILWU  labor.  We're  going  to  make  it  a  point  of  continuing 
our  proactiveness  in  encouraging  work  to  this  port  and  to  the  Bay  Area 
because  it's  quite  important  for  the  middle  class  of  this  country  to  enhance  it. 
It  was  interesting  in  this  social  venue  that  took  place,  some  of  the  exchanges. 
Some  of  the  best  deals  or  the  best  ways  to  communicate  are  at  these  venues 
because  it  breaks  it  down  for  these  guys.  Instead  of  being  in  a  business 
atmosphere,  there  was  a  social  atmosphere.  They  got  to  know  us  a  little  bit 
and  that's  real  important  to  put  a  face  or  faces  behind  the  organization,  and  it 
was  key.  It  was  quite  an  experience,  and  we're  going  to  be  doing  it  into  the 
future  in  2013. 

Jim  Maloney  -  Commissioners,  thank  you  for  sending  Commissioner  Adams, 
Mike  Villeggiante  and  James  Plato  to  Houston  to  support  us  at  the  Breakbulk 
Conference.  One  thing  that  Mike  said  is  really  key  is  that  business  continues 
to  be  all  about  relationships  and  developing  those  key  personal  relationships 
and  having  an  opportunity  to  sit  across  the  table  one-on-one  and  talk  with, 
"These  are  the  issues  that  we  have.  This  is  what  I'd  like  you  to  address  to 
allow  us  to  want  to  do  business  with  the  Port  of  San  Francisco."  We  had  an 
opportunity  to  talk  with  Saga  Forest  Carriers,  BBC  Chartering,  Rickmers- 
Linie,  Grieg  Star  Shipping  and  other  carriers  that  call  here  at  the  port  or 
would  like  to  call  here.  Labor  is  an  extremely  important  part  of  the 
conversation.  As  Commissioner  Adams  indicated,  it  was  very  powerful  to 
have  the  ILWU  and  the  Port  Commission  represented  at  the  conference.  I 
look  forward  to  having  future  opportunities  to  work  together  with  all  of  us  and 
partner  and  work  together  to  get  business  for  the  port.  Thank  you  for  your 
support. 

Monique  Moyer  - 1  would  like  to  thank  Commissioner  Adams,  Mike  and  Jim 
for  your  time  and  your  effort  in  doing  this  with  us  and  your  pragmatism  and 
trying  something  new  with  us.  It  paid  off  handsomely,  and  we  couldn't  be 
more  grateful.  Thank  you  for  your  support. 

Commissioner  Brandon  - 1  have  a  comment  on  your  report.  I  received  a 
notice  today  that  there's  a  groundbreaking  next  week  at  Heron's  Head  Park.  I 
was  wondering  if  we  could  just  share  those  details  with  the  public. 

Monique  Moyer  -  We  are  hoping  to  have  a  public  groundbreaking  of  the  new 
area  at  Heron's  Head  Park,  the  acre  and  a  quarter  that  was  added  that  I 
reported  a  couple  meetings  ago.  On  Thursday,  November  1 ,  2012  at  10:30 
a.m.  at  the  Heron's  Head  site,  there  will  be  a  celebration  for  the  opening  of 
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that  important  project.  It  is  open  to  the  public,  and  invitations  will  be  going 
out.  We  just  received  confirmation  today 

Commissioner  Brandon  -  So  it  is  confirmed? 

Monique  Moyer  -  Yes,  it  is  confirmed. 

Commissioner  Adams  - 1  want  to  reiterate  my  request  that  in  the  future  I 
would  like  more  presentations  on  our  maritime  clients.  I  thought  it  would  be 
helpful. 

Commissioner  Katz  -  One  thing  you  may  not  have  included  in  the  report  is 
one  of  our  largest  tenants  had  a  big  victory  last  night.  Congratulations  to  the 
Giants  on  making  it  to  the  World  Series.  We're  very  proud  to  have  them  as  a 
tenant. 

Monique  Moyer  -  To  that  end,  we  are  working  tirelessly  to  make  the  next 
week  a  great  success  in  every  way.  Interestingly  enough,  that  effort  started 
before  the  win. 

Commissioner  Katz  -  To  that,  we  do  want  to  thank  our  staff,  DPT  and  others 
for  working  well  with  the  Giants  for  both  the  Division  Series  games  as  well  as 
the  Championship  Series  games.  Now  we'll  be  working  on  the  World  Series. 
All  of  us  working  together  really  showed.  I  heard  nothing  but  good  things 
about  the  movement  of  people  through  all  the  games.  Having  talked  to  some 
of  the  folks  at  the  Giants  that  they  really  praised  our  Executive  Director, 
Monique  Moyer,  for  stepping  right  up  and  making  sure  that  everyone  was  on 
the  same  page  as  we  had  to  move  rapidly  to  get  things  set  up.  Thank  you. 

Monique  Moyer  -  Thank  you  for  sharing  that.  I  was  very  gratified  by  the 
wonderful,  beautiful  shots  of  the  city  we  received  during  all  of  the  games 
including  our  newly  repainted  Port  logo  on  Pier  48.  More  to  come  with  the 
new  project  contemplated  at  Piers  30/32. 

B.    Informational  presentation  on  Employment  and  Economic  impacts  as  a  result  of 
recent  Infrastructure  improvements  at  the  BAE-San  Francisco  Ship  Repair  yard. 

Monique  Moyer  -  Commissioner  Adams,  ask  and  you  shall  receive.  This  is  the 
most  instantaneous  I  can  ever  deliver.  Here  is  an  update  on  everything  great 
that's  going  on  at  BAE,  which  is  a  culmination  of  a  lot  of  different  policies  and 
investments  that  have  been  led  by  BAE  but  supported  and  participated  in  heavily 
by  the  Port.  They've  all  just  culminated  in  what  is  a  banner  year.  We  wanted  to 
share  that  with  all  of  you.  Jay  Ach  is  going  to  make  that  presentation  supported 
by  Gerry  Roybal  of  our  Maritime  Division  and  Hugh  Vanderspeck  of  BAE. 
Congratulations  to  all  of  you. 


Jay  Ach,  Maritime  Regulatory  and  Environmental  Affairs  Manager  - 1  manage 
the  Port's  Dredging  Program,  also  the  Maritime  Air  Quality  Program.  I'm  here  to 
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talk  about  those  two  programs,  how  they  work  at  the  shipyard  and  how  it  all 
worked  together  to  promote  not  only  environmental  enhancements,  particularly 
air-quality  enhancements  here  at  the  port,  but  also  to  provide  increased 
revenues  for  BAE,  which  means  increased  revenues  for  the  port  and  also 
increased  union  employment  here  on  maritime-related,  blue-collar  employment. 

The  genesis  for  this  was  the  completion  of  shoreside  power  at  the  dry  dock.  This 
was  a  required  environmental  mitigation  for  the  America's  Cup  to  proceed.  The 
port  contracted  with  BAE  to  do  this  work.  BAE  performed  admirably  and  got  it 
done  days  before  the  first  ship,  Matthew  Perry,  came  in  and  connected.  The 
Matthew  Perry  is  still  in  dry  dock  there.  In  terms  of  power  usage,  it's  hundreds  of 
thousands  of  kilowatt  hours,  the  equivalent  of  a  couple  hundreds  of  households' 
use  of  electricity.  It's  been  a  massive  amount  of  power. 

This  came  about  in  large  part  due  to  the  fact  that  we  had  previously  constructed 
shoreside  power  at  Pier  27.  That  started  way  back  in  2006  when  we  applied  for 
a  grant,  which  came  from  the  Air  District  in  2007.  We  subsequently  applied  for 
and  received  additional  grant  funding,  which  resulted  in  a  project  with  a  budget 
of  $5.2  million  where  we  had  $4.2  million  in  grant  funding.  We  got  a  $5  million 
project  for  $1  million  out  of  pocket.  We  got  that  done  on  time,  got  our  first  ship 
connected  the  end  of  201 0.  By  doing  so,  we  beat  out  the  other  California  ports 
and  had  the  first  functional  shoreside  power  system  for  cruise  ships  in  California. 

For  the  Americas  Cup,  they're  using  Pier  27.  We're  also  doing  the  construction 
of  the  cruise  terminal  at  Pier  27.  For  mitigation  and  for  taking  this  out  of  service 
for  those  two  years,  we  needed  to  construct  shoreside  power  at  the  dry  dock. 

The  environmental  benefits  of  shoreside  power  for  both  cruise  ships  and  at  the 
dry  dock  is  huge.  A  typical  cruise  ship  in  the  eight  to  nine  hours  there  at  dock 
and  connected  saved  17  tons  of  fuel  that  they  would  have  consumed.  Burning 
that  fuel  would  have  produced  approximately  51  tons  of  carbon  dioxide  and  140 
pounds  of  diesel  particulates.  For  diesel  particulates,  140  pounds  doesn't  sound 
like  a  lot,  but  from  an  air-quality  perspective,  that's  huge.  Diesel  particulates  are 
carcinogenic.  From  a  public  health  standpoint,  that's  much  more  important  than 
the  carbon  dioxide,  which,  as  you  know,  is  the  global  warming  issue. 

Matthew  Perry  will  be  in  dry  dock  for  24  days  total.  That  ship  wouldn't  have  been 
running  its  engines.  The  shipyard  would  have  needed  to  bring  in  old  dirty  diesel 
generators  to  power  the  ship;  which  would  have  burned  72  tons  of  fuel  over  24 
days,  217  tons  of  C02  and  almost  290  pounds  of  diesel  PM,  very  significant 
numbers. 

In  addition  to  investing  in  shoreside  power  at  the  dry  dock,  we've  also  invested 
in  dredging,  most  recently  in  201 1  to  ensure  that  there's  deep  enough  draft  to 
get  vessels  into  the  dry  dock.  In  2008,  we  invested  with  Princess  and  BAE  in 
upgrades  to  the  dry  dock  to  allow  it  to  take  the  largest  cruise  ships.  We're 
working  now  with  the  Army  Corps  to  get  federal  funding  to  dredge  more  central 


M10232012 


-7- 


basin  to  provide  increased  and  continued  access  to  the  dry  dock  and  other 
facilities  at  the  shipyard. 

The  goal  is  more  jobs  and  more  revenue.  The  construction  of  these  projects 
employs  people.  BAE  and  building  the  shoreside  power  expended  almost  8000 
hours  of  their  own  labor.  There  was  additional  labor  expended  by  subcontractors 
in  both  the  design  and  construction  of  that  project.  This  is  a  $5.7  million  project 
funded  by  the  city  and  the  port.  Once  it's  up  and  going  for  a  while  and  we  meet 
an  electricity  usage  goal,  the  PUC  then  will  rebate  the  port  $1 .5  million. 

Dredging  is  the  unseen  component  of  port  maintenance,  but  it  has  a  real  effect. 
It  enables  our  cruise  ships  to  come  in.  In  this  particular  case,  it  enables  ships  to 
continue  to  come  into  the  dry  dock. 

This  is  the  work  that  would  not  have  been  able  to  come  into  the  dry  dock  if  we 
had  not  done  the  dredging  in  201 1 .  A  grand  total  of  almost  $1 .6  million  of 
additional  rent  that  came  into  the  port  that  we  would  not  have  seen  and  $48 
million  worth  of  projects  that  the  shipyard  could  not  have  done  without  the  $2 
million  worth  of  dredging.  The  investments  over  the  last  few  years  have  paid  off. 

Looking  at  the  overall  trends,  it's  been  increasing  revenues  for  the  last  five  years 
beginning  with  the  dry  dock  2  expansion  and  continuing  with  our  investments  in 
the  central  basin  and  the  shoreside  power.  The  net  port  revenue  increased  from 
a  little  over  $900,000  to  $1 .8  million.  We've  doubled  our  net  revenue  in  the 
course  of  five  years. 

In  terms  of  labor,  it's  a  lot  of  labor.  Massive  numbers  of  people  come  to  work  at 
the  shipyard  when  there's  a  ship  there.  A  good  portion  of  that  is  union  labor 
that's  employed  directly  by  BAE.  They  also  have  subcontractors  come  in  for 
specialized  work.  A  number  of  union  workers  show  up  every  day  for  each  one  of 
these  jobs.  We're  looking  at  anywhere  from  130  to  300  workers  showing  up 
every  day  because  these  ships  have  come  in  to  the  dry  dock  for  work. 

We've  invested.  We've  partnered  with  BAE  and  both  invested.  We've  created 
more  union  jobs  here  at  the  Port  of  San  Francisco  coming  out  of  our  maritime 
business.  We've  also  increased  port  revenues  through  that  and  equally 
important,  we've  cleaned  up  the  port's  air  in  the  process.  It's  been  a  win  all  the 
way  around,  a  three-way  win. 

Hugh  Vanderspeck  -  This  is  unique.  I've  been  working  with  the  Port  of  San 
Francisco  for  five  years  now.  The  relationship  that  the  shipyard  has  with  the  port 
is  working  to  everybody's  benefit.  At  the  yard,  nobody's  grown  65  percent  in 
revenue  in  the  last  five  years.  It's  not  happening.  The  shipyard  has,  and  that 
goes  directly  to  jobs.  We're  now  to  the  point  where  we're  having  discussions  with 
the  union  saying,  "Where  do  we  train  the  guys  that  we  need  to  do  to  bring  this 
work  on?"  All  of  this  is  based  on  a  public-private  partnership  with  the  Port  of  San 
Francisco  and  the  shipyard.  The  dry  dock  expansion  allowed  us  to  do  the  cruise 
ships  that  we  now  do.  The  dredging  has  allowed  us  to  bring  in  the  ships  that  we 
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now  do.  With  shoreside  power  coming  through,  we're  now  able  to  do  ships  for 
the  military  seal  of  command  and  other  customers  that  we  couldn't  do  at  all. 
The  U.S.  government  is  now  scheduling  ships  to  the  San  Francisco  yard  based 
on  the  availability  of  the  dry  dock.  We've  had  discussions  today  about  when  the 
Richard  Byrd  is  coming  in.  The  Richard  Byrd  is  another  large  project  like  the 
Matthew  Perry  and  the  Alan  Shephard  this  year.  There  are  only  two  dry  docks  in 
the  Pacific  Basin  that  can  pick  them  up;  one's  in  Guam,  one's  in  San  Francisco. 
We're  taking  all  of  those  ships  at  this  point.  It's  really  been  good  for  everybody. 
I'd  like  to  thank  the  Port  of  San  Francisco  for  the  hard  work  and  dedication  of  the 
teams  and  the  vision  that  they  have  for  the  shipyard  and  for  the  industry. 
Monique's  teams  are  without  equal.  Honest  to  goodness,  it  has  really  been  a 
pleasure  to  work  with  them,  and  I  look  forward  to  the  things  that  we're  moving 
forward.  In  San  Francisco,  we're  going  to  have  one  of  the  busiest  years  the 
yard's  ever  had.  We're  growing  in  a  very  tough  market,  and  we're  growing  in  a 
tough  market  in  no  small  part  due  to  the  vision  and  dedication  of  the  Port  of  San 
Francisco.  We  do  appreciate  it.  The  guys  who  work  at  the  yard  appreciate  it. 
Good  guys  doing  hard  work,  getting  union  scale,  making  money,  paying  for  their 
wives,  families,  kids.  That  doesn't  happen  by  accident.  That's  a  lot  of  hard  work 
by  the  folks  and  the  teamwork  put  together  by  the  Port  of  San  Francisco. 

Commissioner  Brandon  - 1  would  like  to  congratulate  you  for  doing  a 
phenomenal  job  at  the  shipyard. 

8.  CONSENT 

A.    Request  approval  of  a  proposal  by  the  Black  Rock  Arts  Foundation  to 

retroactively  extend  the  Port  Commission  approved  temporary  installation  of 
public  art  located  near  Mission  Street  on  the  east  side  of  The  Embarcadero,  on 
the  plaza  between  the  Agriculture  Building  and  Pier  14,  by  five  months  until 
March  7,  2013.  (Resolution  No.  12-  83) 

ACTION:  Commissioner  Katz  moved  approval;  Commissioner  Adams  seconded 
the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  Nos.  12-83  was 
adopted. 

9.  REAL  ESTATE 

A.    Request  approval  of  a  Second  Amendment  to  Lease  No.  L-1 51 69  with 

Autodesk,  Inc.,  a  Delaware  corporation  to  add  approximately  18,499  square  feet 
of  office  space  and  unimproved  shed  space  located  at  Pier  9  (the  "Expanded 
Premises")  to  its  current  Lease  for  use  as  office  and  manufacturing  space  and  to 
extend  the  term  of  the  Lease  to  a  total  of  1 20  months,  subject  to  Board  of 
Supervisors'  approval.  (Resolution  No.  12-79) 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  Nos. 
12-79  was  adopted. 
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B.  Request  approval  of  a  Mutual  Termination  Agreement  with  DNA  Direct,  a 
Delaware  Corporation,  of  Lease  No.  L-14871  located  at  Pier  9,  Suite  105  at  the 
foot  of  Broadway  and  The  Embarcadero.  (Resolution  No.  12-80) 

Jeffrey  Bauer,  Port's  Leasing  Manager  -  On  September  1 1 ,  2012,  I  presented 
the  first  Autodesk  lease  to  the  Port  Commission  for  approval  for  about  8500 
square  feet  for  their  workshop  and  some  associated  office.  The  reason  of  that 
space  need  was  they  purchased  a  Web-based  company  called  Instructables. 

Recently,  they  came  back  to  the  Port  requesting  approximately  1 8,500  square 
feet  of  office  space.  We  started  negotiations,  and  we've  developed  a  first 
amendment  and  a  second  amendment.  The  second  amendment  needs  Port 
Commission  approval  because  it  exceeds  the  business  parameters  of  the  Port's 
leasing  policy. 

The  lease  provides  for  about  1 8,000  square  feet  of  space  for  a  term  of  1 0  years. 
There's  a  minimum  guaranteed  investment  of  about  $7  million;  $3  million  will  be 
directed  towards  core  and  shell  improvements.  Autodesk  will  receive  a  rent 
credit  in  the  amount  that  is  changed  somewhat  from  your  staff  report,  about  $2.9 
million.  The  Port  will  realize  about  $55,000  in  rent  per  month  before  any 
deductions,  which  is  a  net  increase  in  the  rent. 

Two  of  the  offices  are  currently  occupied.  One  is  occupied  by  DNA  Direct.  I 
sought  Commission  approval  a  few  years  ago  for  that  lease,  and  now  they  were 
just  purchased  by  a  larger  company,  so  they're  interested  in  getting  out  of  their 
lease.  It  was  good  timing  to  approach  Autodesk  to  see  if  they  wanted  to  include 
that  into  the  lease  and  they  agreed.  This  lease  is  outside  of  the  Commission 
leasing  parameters,  so  it  requires  Commission's  approval. 

There's  no  downside  in  revenue.  Autodesk  will  be  paying  very  similar  rates  than 
that  of  DNA  Direct.  The  other  is  Cabouchon  Properties,  a  smaller  tenant.  They 
have  about  2000  square  feet.  We've  approached  them  to  relocate  them 
pursuant  to  the  Executive  Director's  ability  under  the  resolution.  They  have 
agreed  to  move  to  Suite  105.  The  issue  there  is  we  are  working  out  some  minor 
details  with  the  amount  of  the  build-out  of  that  office  space.  I  request 
Commission's  approval  of  the  second  amendment  subject  to  the  Board  of 
Supervisors  approval.  I  also  request  approval  of  the  mutual  termination 
agreement  between  the  Port  and  DNA  Direct. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  Nos. 
12-80  was  adopted. 

C.  Request  approval  of  direct  negotiations  and  Lease  No.  L-15199  (the  "Lease") 
with  the  Black  Coalition  on  AIDS  ("BCA"),  a  Not- For- Profit  Corporation,  for 
approximately  7,369  square  feet  of  a  free  standing  building  and  approximately 
4,235  square  feet  of  paved  land  located  at  601  Cesar  Chavez  Street  for  use  as 
offices,  a  restaurant  and  other  services  relating  to  BCA's  mission,  for  a  term  of 
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60  months,  with  one  36  month  Term  Extension  Option  at  Port's  sole  discretion. 
(Resolution  No.  12-81) 

Jeffrey  Bauer,  Port  Leasing  Manager  -  The  Black  Coalition  on  AIDS  (BCA)  is 
dedicated  to  reducing  the  health  disparities  in  the  black  community,  particularly 
the  spread  of  HIV  and  AIDS. 

BCA  was  founded  in  1986  with  the  idea  of  promoting  health  education  advocacy 
services  in  the  black  community.  In  September  2012,  BCA  made  an  unsolicited 
offer  to  the  Port  to  lease  601  Caesar  Chavez  for  the  relocation  of  their 
administrative  offices  and  other  activities  related  to  BCA's  mission  and  possibly 
develop  a  restaurant  and  cafe. 

On  April  10,  2012,  the  Port  Commission  authorized  staff  to  put  an  RFP,  request 
for  a  public  offering  for  a  restaurant  renovation  and  operator.  The  Port  did 
extensive  advertising  and  outreach  but  received  no  offers.  The  building  has 
been  vacant  for  seven  years.  I've  shown  the  building  during  that  time  and  have 
received  no  offers. 

Under  the  Port's  Retail  Leasing  Policy,  it  requires  a  competitive  bid  if  it's  retail, 
which  their  proposed  restaurant  would  fall  in  line  with.  However,  there  is  an 
exception  that  the  policy  provides  for  direct  negotiations  if  Port  staff  determines 
that  a  public  offering  would  be  impractical  and  impossible. 

Since  the  property  has  been  vacant  for  seven  years  and  the  fact  that  we  did  a 
public  offering  with  extensive  outreach  and  received  no  offers,  our  conclusion  is 
that  it  is  impractical  to  bid.  We  request  Commission's  permission  to  a  do  a  sole- 
source,  direct  negotiation  with  BCA  for  the  premises. 

The  free-standing  building  is  approximately  7369  square  feet.  There's  an 
adjacent  paved  yard  of  about  4200  square  feet,  and  about  1 7  parking  spaces 
that  are  in  front  of  the  building  and  were  always  dedicated  with  the  restaurant 
and  in  the  RFP.  We  feel  that  it's  proper  to  include  those.  The  term  would  be  five 
years.  There'd  be  one  option  to  extend  at  the  Port's  sole  discretion.  The  monthly 
rent  would  be  3431  prior  to  any  deductions  for  rent  credits.  There's  an  annual 
increase  of  2.5  percent  for  the  restaurant  or  the  cafe.  The  Port  would  receive  6 
percent  of  revenues  from  cafe  sales. 

There  is  a  small  rent  credit  that's  part  of  the  lease.  The  building  has  been  vacant 
for  seven  years.  It  sustained  some  damage  during  the  move  out  of  the  previous 
tenant.  BCA  will  provide  all  the  requisite  insurance.  Down  the  line,  there  may  be 
some  request  for  some  clinical  services,  maybe  a  blood  draw  station  which  is  in 
line  with  their  mission  and  also  with  the  zoning  of  the  building. 

Commissioner  Woo  Ho  -  BCA  will  put  in  $40,000  for  tenant  improvements. 
Since  that  building  has  been  vacant  for  so  long,  will  that  be  subject  to  or  will  the 
building  inspectors  make  sure  that  everything  is  up  to  code? 
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Jeffrey  Bauer  -  Yes. 

Commissioner  Woo  Ho  -  If  there  should  be  some  requirement  that  is  discovered 
in  that  process,  how  is  that  going  to  be  handled? 

Jeffrey  Bauer  -  That's  a  very  good  question.  We  have  done  a  pre-inspection  of 
the  building,  and  fortunately  it  was  a  pre-fab  building,  so  it  was  a  butler  building. 
The  building  permit  was  approved,  and  it  meets  ADA.  I've  reconfirmed  that  all 
the  codes  are  met  in  the  building.  Their  architect  has  also  reconfirmed  that.  The 
$40,000  tenant  improvement  will  be  for  the  repairs  from  a  vanity  missing  to  a 
toilet  seat  or  a  mirror  that  was  damaged  or  a  broken  window. 

Commissioner  Woo  Ho  -  Do  we  see  any  other  unexpected  improvements? 

Jeffrey  Bauer  -  The  main  thing  would  be  ADA.  The  majority  of  the  building  is 
elevation.  The  mezzanine  is  under  33  percent,  which  means  there's  no 
requirement  for  an  elevator. 

Commissioner  Brandon  -  Is  there  a  construction  period? 

Jeffrey  Bauer  -  There's  a  six-month  rent  abatement  period  for  the  purposes  of 
doing  these  repairs. 

Commissioner  Brandon  -  So  that's  why  the  staff  report  indicates  that  the  $750 
will  be  deducted  month  6  through  60. 

Jeffrey  Bauer  -  Correct.  We're  proposing  a  rent  abatement  of  six  months  for  the 
purpose  of  repairs,  getting  the  building  back  up  again.  It's  been  dormant  for 
seven  years  so  there  are  some  system  testings.  It  was  a  bar.  It  was  a  club.  They 
will  reconfigure  it  to  suit  their  needs  so  their  offer  of  six  months  plus  this  modest 
rent  credit  is  fair  for  the  port. 

Commissioner  Woo  Ho  -  If  there's  any  clinical  use  given  that  this  is  perhaps  not 
what  this  facility  was  used  in  the  past,  have  we  already  confirmed  that  there 
wouldn't  be  any  further  building  standards  because  it  will  be  used  as  a  clinic?. 

Jeffrey  Bauer  -  Yes,  we've  had  a  CEQA  evaluation  so  there's  no  change  of  use. 
We  understand  their  clinical  procedures,  which  they  actually  outsource  to  the 
Black  Nurses  Association.  They  will  provide  the  space.  It's  very  minimal.  It  would 
be  like  going  to  Pacific  Medical  Center  for  a  blood  test.  They'll  have  to  meet  all 
the  codes  and  regulations.  The  building  does  lend  itself  to  this  type  of  use  and 
not  a  restaurant  because  it  is  so  large,  so  it's  a  nice  fit. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  Nos. 
12-81  was  adopted. 
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D.    Request  consent  to  the  transfer  of  (i)  Lease  No.  L-12507  for  premises  located  at 
Wharf  92  and  (ii)  Lease  No.  L-13438  for  premises  located  at  Seawall  Lot  344,  in 
connection  with  the  purchase  of  100%  of  the  equity  interests  of  Bode  Concrete 
LLC  and  Bode  Gravel  Co.  by  Central  Concrete  Supply  Co.,  Inc.,  a  wholly-owned 
subsidiary  of  U.S.  Concrete,  Inc.  (Resolution  No.  12-82) 

Mark  Lozovoy,  Assistant  Deputy  Director  of  Real  Estate  -  This  item  is  a  request 
to  consent  to  the  transfer  of  two  port  leases  in  which  Bode  Gravel  Company  is 
the  current  port  tenant,  Lease  No.  L-12507  for  premises  at  Wharf  92  and  Lease 
Number  L-13438  for  premises  at  Seawall  Lot  344. 

Bode  Gravel  Company  is  an  iconic  brand  name  in  the  construction  business  in 
San  Francisco.  Bode  has  been  an  ongoing  business  in  the  city  since  1915  and  a 
port  tenant  in  the  southern  waterfront  for  over  1 0  years.  Bode's  primary  business 
is  the  production  and  distribution  of  ready-mix  concrete  and  other  construction 
materials  to  the  local  construction  industry.  It  is  sad  to  say  that  the  owners  of 
Bode  now  desire  to  sell  their  interest  in  Bode  and  Bode  Concrete  LLC  to  Central 
Concrete  Supply  Company,  which  is  a  wholly  owned  subsidiary  of  U.S. 
Concrete. 

Under  the  terms  of  the  two  aforementioned  leases,  Port  Commission  consent  is 
required  for  any  transfer  involving  50  percent  or  greater  interest  in  the  tenant.  In 
this  particular  case,  the  owners  of  Bode  would  be  transferring  100  percent  of 
their  equity  interest  to  Central,  and  as  such,  the  transaction  requires  consent 
from  the  Port  Commission. 

Port  staff  has  completed  its  due  diligence  regarding  the  transaction  and 
operations  of  both  Central  and  U.S.  Concrete,  and  the  credit  worthiness  of  both 
companies  has  been  thoroughly  reviewed  by  the  port's  finance  manager. 

Additionally,  Port  Environmental  Staff  have  also  completed  a  review  of  the 
environmental  regulatory  compliance  of  both  Central  and  U.S.  Concrete  and 
found  operations  to  be  compliant  including  a  progressive  environmental  and 
safety  record  that  promotes  sustainability,  which  is  evidenced  by  numerous 
awards  in  that  area. 

Port  staff  recommends  that  the  Port  Commission  consent  to  the  transfer  of  the 
two  port  leases  to  Central  Concrete  Supply  Company  in  connection  with 
Central's  purchase  of  100  percent  of  the  equity  interest  in  Bode  and  Bode 
Concrete  LLC. 

Dan  Boardman  from  Bode  and  Jeff  Davis  from  Central  Concrete  Supply  are  here 
to  answer  any  questions  from  the  Commission. 

Mike  Villeggiante,  Local  10-1  have  some  concerns  because  when  this  facility 
went  in  about  10  years  ago,  there  were  comments  that  they  were  not  going  to  be 
unloading  and  loading  vessels  there.  In  the  meantime,  that  has  taken  place  so  I 
wanted  to  question  that.  When  they  originally  went  into  this  facility,  it  was  just 
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going  to  be  a  concrete  plant,  but  now  they're  receiving  bulk  materials  off  of 
barges.  I'm  concerned  about  that  part  of  the  operation  and  if  that's  going  to 
continue. 

Dan  Boardman  - 1  think  he's  got  us  confused  with  the  Cemex  plant  which  is  right 
next  door  to  the  facility.  We  don't  unload  any  materials.  We're  a  big  supporter  of 
the  longshoreman's  operation  at  Pier  94  with  Hanson.  We  don't  unload  any 
barges  on  our  site.  I  don't  even  think  if  it's  permitted.  With  the  original  lease, 
Mission  Valley  was  unloading  sand  barges  there,  and  they've  ceased  doing  that. 

Commissioner  Woo  Ho  - 1  do  believe  that  there  was  a  financial  forecast  on  the 
parent  company,  on  U.S.  Concrete  improving,  but  obviously  they  did  go  through 
a  tough  time,  and  I  hope  that's  correct.  We  still  would  support  this  transaction 
given  where  the  family  wishes  to  sell  and  to  sell  to  a  buyer.  We  do  want  to  note 
that  obviously  the  industry  can  go  up  and  down  in  cycles  and  hopefully  will  not 
affect  the  lease  transfer  of  this  transaction  going  forward  because  it's  still  to  be 
proven  exactly  in  terms  of  coming  out  of  the  cycle  and  the  recession  that  we've 
experienced.  I  just  want  to  be  on  record  on  that  and  to  note  that.  It's  important 
for  us  to  recognize  that,  but  not  to  hold  up  the  transaction  in  terms  of  the  transfer 
of  the  lease. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Katz 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  Nos. 
12-82  was  adopted. 

10.   PLANNING  &  DEVELOPMENT 

A.  Informational  update  on  status  of  Port  infrastructure  work,  tenant  relocation  and 
other  Port  obligations  under  the  Lease  Disposition  Agreement  in  preparation  for 
the  34th  America's  Cup  Events  in  2012  and  2013. 

Daley  Dunham,  Special  Projects  Group  -  By  agreement,  I  will  not  be  making  any 
presentation  on  the  America's  Cup  but  I'm  here  joined  by  other  staff  to  answer 
any  questions  the  Commission  may  have. 

Commissioner  Woo  Ho  - 1  guess  it's  good  news  when  you  have  nothing  to 
present,  which  says  everything  is  on  track. 

B.  Reguest  authorization  to  enter  into  an  agreement  with  the  United  States  Navy 
for  the  Navy  to  provide  services  to  the  Port  to  prepare  Drvdock  #1  for  demolition 
and  disposal.  (Resolution  No.  12-  84) 

Daley  Dunham  - 1  ask  for  Commission's  approval  of  the  resolution  which  would 
authorize  Executive  Director  Moyer  to  enter  into  a  memorandum  of 
understanding  between  the  United  States  Navy  and  the  port  to  allow  the  Navy  to 
execute  the  first  phase  of  the  dry  dock  disposal  project. 
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The  dry  dock  was  constructed  in  1942  for  the  World  War  2  ship  building  and  ship 
repair  effort.  It  was  in  use  for  over  50  years.  Finally  due  to  excessive  wear  and 
tear,  it  was  declared  unfit  for  service  in  1999.  The  photo  on  the  background  was 
taken  shortly  after  in  2003  when  the  dry  dock  broke  loose  of  its  moorings  and 
landed  on  Treasure  Island.  The  picture  you  see  is  Dry  Dock  Number  1  inside  of 
Dry  Dock  Number  2  at  BAE  being  lifted  out  of  the  water  to  be  serviced. 

Commissioner  Woo  Ho  -  Can  you  tell  us  approximately  where  the  drydock  is 
currently  located? 

Daley  Dunham  -  It's  at  Pier  50  adjacent  to  the  maintenance  shed  for  about  eight 
weeks  now.  We  needed  to  relocate  it  from  Pier  80  to  free  up  that  space  for 
America's  Cup  activity  there. 

Over  the  years  beginning  in  1999,  Port  Staff  have  attempted  to  divest  ourselves 
of  this  asset  starting  off  with  putting  it  up  for  auction  and  were  offered  $75,000 
but  it  didn't  work  out.  Successive  attempts  had  bids  coming  back  telling  us  that 
we  needed  to  pay  them  to  take  it  off  their  hands,  and  that  price  tag  continued  to 
grow  over  time. 

Having  worked  on  this  project  for  a  couple  years  now,  my  personal  take  on  it  is 
that  it  is  a  deceivingly  complicated  thing  to  get  rid  of.  There  are  hazardous 
materials  in  it.  There  are  very  few  facilities  that  can  take  it.  It's  not  ocean  worthy. 
It  can't  go  out  past  the  Bay  Bridge.  It's  more  complicated  than  it  looks. 

In  2009,  we  asked  for  help  from  Leader  Nancy  Pelosi's  office.  We  were  fortunate 
enough  to  be  given  a  congressionally  directed  appropriation  to  assist  us  with 
disposal.  It's  no  longer  referred  to  as  "earmarked."  Over  the  last  couple  of  years 
as  we've  put  together  a  full  project,  we've  set  aside  port  capital  funds  to  pay  for 
the  balance. 

What  is  the  project?  No  matter  how  we  slice  it,  it  is  going  to  go  in  multiple 
phases.  We've  been  working  with  the  Navy's  primary  general  contractor  for 
demolition  and  disposal  on  the  West  Coast  to  evaluate  different  ways  that  we 
can  approach  this  project.  They  came  back  with  an  analysis  and  study  that  had 
four  options,  two  of  which  were  prohibitively  expensive  so  we  took  them  off  the 
table  right  away.  The  two  that  are  left,  both  have  the  same  first  phase. 
Whichever  way  we  go,  it  starts  off  the  same.  So  that's  why  I'm  here  hoping  to  get 
the  project  moving  while  we  figure  out  the  rest  of  it. 

Phase  1  will  involve  removal  of  the  N  sections,  which  are  removable  by  design. 
The  dry  dock  was  built  so  that  it  could  lift  itself  out  of  the  water.  One  of  the  early 
stumbling  blocks  with  this  project  was  that  by  far  the  most  economical  way  to  do 
it  is  in  a  graving  dock,  which  is  essentially  like  a  concrete  bathtub.  You  can  sail  it 
in,  drain  all  the  water  out  of  it  and  then  take  it  apart  having  everything  in  a 
contained  and  safe  space.  The  only  one  that  is  nearby  is  at  Mare  Island  but  it's 
too  narrow. 
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This  evolution  of  the  project  involves  taking  the  N  sections  off  and  turning  them 
sideways.  When  you  turn  them  sideways,  they  fit.  This  would  get  through  about 
a  million  and  a  half  of  the  $3  million  that  we  have  available  in  federal  funds  and 
would  be  completely  federally  funded. 

From  there  it  diverges  into  five  different  options,  which  staff  are  still  evaluating. 
Either  phase  2  will  involve  taking  down  the  wing  walls  or  remediating  some  of 
the  hazardous  materials  and  prepping  what  remains  for  transfer  to  a  third  party 
for  disposal. 

This  phase  2  that  we're  looking  at  after  the  wing  walls  are  removed,  what's 
essentially  a  flat  barge  at  that  point  would  be  cut  down  the  center  line  and  the 
ballast  tank  so  it  is  clean.  It  doesn't  contain  the  sediments  that  we  have  to 
dispose  of.  We  cut  it  right  down  the  middle.  Once  it's  been  bisected,  it  does  fit  in 
the  graving  docks  in  Mare  Island. 

With  regards  to  funding,  it's  been  a  little  bit  tricky  figuring  out  how  to  handle  this 
in  the  city  because  at  no  point  does  the  city  or  the  port  ever  touch  the  money.  It's 
a  federal  appropriation  to  assist  us,  but  it  only  goes  through  federal  agencies. 
The  congressionally  directed  appropriation  wound  up  funding  the  Department  of 
Defense.  The  Department  of  Defense  chose  its  Office  of  Economic  Adjustment 
(OEA),  which  is  the  administering  agency.  They  do  community  projects,  typically 
not  this  large,  but  they  do  this  kind  of  thing  on  the  scale. 

Once  we  got  to  this  point,  OEA  had  a  decision  about  who  was  going  to  execute 
it  for  them.  They  tried  hard  to  get  someone  to  take  it.  They  talked  to  the  Coast 
Guard.  They  looked  at  another  agency  that  could  grant  it  to  the  port  directly  and 
then  let  us  go  out  to  bid.  After  nine  months,  nobody  wanted  it. 

We  were  fortunate  to  find  a  partner  in  the  end  in  the  United  States  Navy,  the 
salvage  arm  of  the  Navy  which  sits  in  Naval  Sea  Systems  Command.  The  Navy, 
in  order  to  execute  these  funds,  has  a  previously  competitively  bid  contract  with 
Titan  Salvage  for  all  salvage  work  on  the  West  Coast  of  the  Americas.  That 
money  has  been  encumbered  to  Titan  Salvage.  NAVSEA  and  Titan  have  been 
working  closely  with  the  port  to  develop  options  for  how  we  actually  get  it  done, 
where  it  goes  to  subcontract-wise. 

Phase  1 ,  the  part  that  all  of  the  other  options  have  in  common,  has  it  going  to 
Mare  Island  with  the  N  sections  removed  as  the  previous  slides  illustrated. 

Phases  2  and  3  get  a  bit  more  complicated  because  we  have  the  option  of  trying 
to  keep  some  continuity  of  contracting  and  just  jump  onto  the  Navy's  general 
contract  with  Titan  Salvage  and  let  them  work  with  all  the  subcontractors.  That 
brings  with  it  some  costs,  pass-through  costs.  This  contract  vehicle  has  a 
particularly  high  administrative  cost  because  it's  designed  for  salvage  work  for  a 
shipwreck,  and  there  are  a  lot  of  unknowns  associated  with  that. 
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Alternately,  we  may  choose  to  go  with  one  of  the  three  subcontractors  listed  or  a 
combination  of  those  to  ultimately  dispose  of  it.  Dockwise  is  a  company  that  runs 
heavy-lift  vessels  that  currently  have  a  program  with  a  newly  certified  shipyard  in 
China  to  take  up  old  oil  rigs  and  pick  them  up  and  take  them  there  to  be 
remediated  and  recycled. 

They  will  have  a  heavy-lift  vessel  in  port  in  February  and  it's  really  just  luck.  If  we 
decide  to  avail  ourselves  of  this  option  that  we  will  catch  them  here  because  to 
have  them  steam  all  the  way  over  here  would  add  $3  million  to  the  pricetag.  That 
is  a  target  of  opportunity. 

The  slides  that  showed  bisecting  the  remaining  mid-section  to  put  an  ADR,  there 
are  two  ways  to  do  that.  ADR  stands  for  Allied  Defense  Recycling,  the  Mare 
Island  shipyard  operator.  There  is  an  option  that  uses  BAE,  our  own  tenant  to  do 
that  but  they  are  a  sophisticated  and  dynamite  ship  repair  operation.  Demolition 
is  a  different  story  for  them,  and  the  economics  don't  work  out  quite  as  well,  but 
we  are  looking  at  that  option. 

The  fifth  option,  the  TBD  is  still  on  the  table  where  we  asked  the  Navy  to  expend 
all  of  its  funds  in  the  most  productive  way  they  can  and  at  the  end,  put  it  in  a 
form  that  it  can  be  easily  returned  to  us  and  then  we  go  out  to  bid. 

The  other  options,  Dockwise,  80  or  BAE,  the  Navy  would  start  to  fund  them 
before  they're  out  of  their  $3  million.  We  would  be  forced  to  go  into  a  sole-source 
contracting  vehicle  for  those.  It  gets  a  little  more  complicated  in  Phases  2  and  3. 
Phase  1  is  straightforward  and  that  is  the  subject  of  the  resolution  that's  before 
the  Commission  for  approval. 

The  purpose  of  the  MOU  will  allow  NAVSEA  and  Titan  Salvage  to  access  Dry 
Dock  Number  1  to  begin  Phase  1  of  the  work.  It  gives  them  something  to  point  to 
unless  the  Coast  Guard  accuse  them  of  stealing  it  when  they  start  to  tow  it  away 
from  Pier  50  to  the  Mare  Island  Shipyard.  It  is  also  the  vehicle  that's  going  to 
contain  the  release  of  liability,  which  is  an  important  piece.  The  Navy  will  not 
proceed  without  it  because  salvage  operations  are  inherently  risky.  If  salvage  is 
sunk  during  tow,  they  won't  be  held  responsible.  The  resolution  gives  authority 
based  on  the  approval  of  the  city  risk  manager,  and  we've  been  in  conversations 
with  him  about  that.  The  MOU  would  not  obligate  the  port  to  spend  anything. 
This  is  all  on  the  Navy,  but  they  can't  go  forward  without  it. 

I  should  note  that  as  we  execute  this  MOU,  the  Navy,  Titan  Salvage,  their  towing 
subcontractors  are  all  ready  to  go.  They've  stated  a  preference  for  beginning  this 
process  by  the  end  of  October.  For  the  tow  up  to  Mare  Island,  they  want  to  beat 
the  weather  so  it  is  conceivable  that  after  over  a  decade  on  the  waterfront  that  it 
could  be  gone  in  a  couple  of  weeks,  which  I'm  personally  very  excited  about. 

In  the  next  week  or  two,  as  soon  as  we  have  two  pieces  of  information  back  from 
Titan  Salvage,  we  will  have  everything  we  need  to  have  staff  get  together  on  this 
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and  make  the  evaluation  as  to  which  of  the  four  or  five  options  we  recommend 
for  the  final  disposal  of  the  dry  dock. 

Whichever  way  we  go,  whether  it's  through  grabbing  onto  the  Titan  Salvage 
general  contractor  or  one  of  the  subs,  we  will  be  back  to  seek  Commission's 
authorization  for  a  contract  to  complete  the  rest  of  the  work,  which  once  we  hit 
phases  2  and  3  will  it  involve  port  funds. 

Commissioner  Katz  -  In  terms  of  bisecting  the  mid-section,  I  guess  water-worthy 
as  opposed  to  seaworthy  may  be  the  question.  Are  there  risks  associated  to 
that?  Does  it  then  lose  some  sort  of  buoyancy  or  would  it  be  more  likely  that  it 
may  not  stay  in  place  or  are  there  guarantees  that  it  wouldn't  sink  while  part  of  it 
sits  there? 

Daley  Dunham  -  Part  of  the  reason  why  this  project  has  taken  so  long  to  close 
out  is  because  we  have  gone  through  three  rounds  of  having  Titan  Salvage  and 
the  Navy  come  up  with  a  suite  of  options  for  us.  We  look  at  them  and  say, 
"These  are  all  terrible.  Let's  go  back  to  the  drawing  board.  They're  all  too 
expensive,  and  they're  all  too  risky."  We  went  through  a  second  round  of  that, 
and  because  we've  taken  our  time  with  this  wanting  to  get  it  right  and  not  spend 
millions  of  dollars  more  than  we  need  to,  we've  locked  into  a  great  project 
manager  at  Titan  Salvage,  who  is  a  naval  architect  by  training.  They  have  done 
very  sophisticated  workups  on  the  buoyancy  of  the  various  sections  and  what's 
going  to  happen  to  them. 

It  is  one  of  the  risk  factors  that  we  will  take  into  consideration  in  Phase  2, 
whether  the  bisecting  work  is  done  at  Mare  Island  so  it  doesn't  have  to  go 
anywhere  or  it's  done  at  BAE,  which  means  those  pieces  would  then  have  to  be 
towed  all  the  way  back  up.  It  adds  an  additional  piece  of  risk. 

Coming  up  with  the  final  recommendation  on  this  is  a  weighing  of  risk/reward. 
The  cheapest  alternatives,  and  they  are  significantly  cheaper,  appear  to  be  the 
riskiest;  the  most  expensive,  the  least  risk.  It's  going  to  be  a  policy  decision  with 
staff  recommendation  to  consider. 

Commissioner  Katz  -  If  we  were  to  pursue  transferring  Dry  Dock  Number  1  to 
Dockwise,  would  we  still  have  to  bisect  the  front  and  back  off  of  it  or  could  we 
just  give  them  the  entire  dry  dock  without  going  through  Phase  1  or  is  Phase  1 
required  to  get  the  federal  funds? 

Daley  Dunham  -  If  only  the  vessel  that  were  coming  into  port  from  Dockwise 
were  a  little  bit  bigger,  we  would  be  able  to  proceed  more  directly  in  that  way  but 
it  is  smaller,  which  makes  it  cheaper.  It  also  happens  to  be  here.  We  do  need  to 
remove  the  end  sections  in  order  for  it  to  fit  in  that  particular  vessel  that's  going 
to  be  here. 
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Commissioner  Katz  -  We  would  be  taking  on  the  liability  during  transport  if 
anything  were  to  happen.  Was  that  what  I  understood,  that  we  have  to  release 
everyone  else  from  liability? 

Daley  Dunham  -  Yes.  The  folks  that  are  executing  this  project,  the  salvage  arm 
of  the  Navy,  their  general  contractor,  they're  as  expert  of  folks  as  we're  going  to 
find  in  the  country  to  do  this,  whether  they  did  it  or  whether  we  did  it  ourselves. 
We're  in  about  as  good  of  hands  as  we're  going  to  get. 

In  terms  of  alleviating  risk,  one  piece  of  this  that  is  still  outstanding  and  we  don't 
expect  there  to  be  any  problem  is  Titan  Salvage.  We  are  waiting  for  them  to 
return  to  us  the  insurance  certificates  that  list  the  city  and  the  port  as  additional 
insurers  on  their  policy  to  give  a  little  bit  of  extra  risk  relief. 

Monique  Moyer  -  That  is  the  risk  we  own  today.  We've  had  it  thrown  away  once, 
and  it  cost  us  almost  a  million  dollars  to  bring  it  home.  We  have  to  go  out  every 
storm  and  put  either  folks  or  machines  out  there  to  dewater  it  so  it  won't  sink. 
Internally  that's  how  we  got  comfortable.  We  already  own  that  risk.  It  would  be 
lovely  to  transfer  it  to  someone  else,  but  we  haven't  found  anybody  willing  to  do 
that. 

Daley  Dunham  -  The  Navy  wouldn't  take  it.  We're  stuck. 

Doreen  Woo  Ho  -  It's  a  complicated  project.  Port  staff  is  asking  the  Commission 
to  go  ahead  with  the  first  phase,  and  it  sounds  like  we  should  proceed  with  that, 
and  then  we'll  wait  to  hear  from  staff  what  the  next  two  phases  need  to  be. 

Daley  Dunham:  -  We'll  make  a  recommendation  to  Executive  Director  Moyer 
with  briefing  scores  if  you're  interested  and  how  we'd  figure  out  the  tradeoffs. 
We'll  ultimately  come  to  you  to  approve  a  contract  vehicle  of  one  form  or  another 
to  expend  the  port  funds  to  finish  it  off. 

ACTION:  Commissioner  Brandon  moved  approval;  Commissioner  Adams 
seconded  the  motion.  All  of  the  Commissioners  were  in  favor.  Resolution  Nos. 
12-84  was  adopted. 

11.   NEW  BUSINESS 

Monique  Moyer  -  On  new  business,  I  note  Commissioner  Adams'  request  to  bring 
forward  more  items  showcasing  maritime  properties  and  the  jobs  associated  with 
those  operations. 

Commissioner  Katz  - 1  wonder  if  we  could  get  an  update  at  some  point  on  the  status 
of  the  Blue  Greenway  and  perhaps  see  how  plans  are  proceeding  on  that. 

Monique  Moyer  -  That  is  such  a  great  time  to  request.  David  Beaupre  is  anxious  and 
waiting  to  come  forward  and  as  part  of  that  also  we'll  bring  forward  the  recent 
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solicitation  for  the  silos.  That's  on  the  forward  calendar  for  the  early  part  of  the  year. 
In  any  event,  staff  will  provide  an  update  to  the  Commission. 

Commissioner  Brandon  - 1  was  hoping  that  he  would  do  a  presentation  before  the 
election  so  everyone  can  see  how  well  we're  doing  with  our  bond  proceeds. 

Monique  Moyer  -  That  would  have  been  great. 

Commissioner  Brandon  - 1  did  make  that  recommendation. 

Monique  Moyer  -  That  got  lost  in  translation. 

Doreen  Woo  Ho  -  in  the  past,  we've  talked  about  that  there  will  be  some  impact  on 
transportation  and  everything  else  with  the  arena  project,  but  having  just  experienced 
the  Embarcadero  on  Sunday  and  there  was  nothing  going  on,  I'm  wondering  whether 
there  are  ways  to  get  what  interim  steps  can  be  described  in  terms  of  transportation 
alleviation  given  that  we  know  that's  a  big  issue  going  forward.  I  can  talk  to  you 
separately  about  it,  but  we  need  to  understand  exactly  what's  going  on  in  the  studies 
and  whether  there  should  be  any  input  from  us  even  before  we  add  onto  with  the 
arena  and  everything  else  that's  going  on. 

Monique  Moyer  -  I've  been  working  with  the  head  of  the  MTA  and  asking  that  we  try 
some  interim  steps  before  we  finish  all  the  planning  that  would  go  along  with  the  new 
project.  I  will  ask  them  if  we  can  get  some  more  information  made  publicly  at  a  future 
commission  meeting. 

12.  PUBLIC  COMMENT 

13.  ADJOURNMENT 

ACTION:  Commissioner  Brandon  moved  approval  to  adjourn  the  meeting; 
Commissioner  Adams  seconded  the  motion.  All  of  the  Commissioners  were  in  favor. 

Port  Commission  President  Woo  Ho  adjourned  the  meeting  at  4:40  p.m. 
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